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Service-Utility body 
lockers are trip!e-sealed 
against dirt and moisture. 
Doors are fitted with 
recessed handles, slam- 
action catches, and keyed- 
alike cylindrical locks for 
full protection. Ladder 
racks, vise brackets, and 
pipe supports also avail- 
able. Factory-installed on 
nine models, three wheel- 
bases, in GVW ratings 
from 4,200 to 8,600 Ibs. 


International Harvester Builds McCORMICK® Farm Equipment and FARMALL® Tractors.. 
























Cuts time on the job- 
saves money all around ! 


An INTERNATIONAL Truck with Service- 
Utility body is the world’s finest time and 
money-saver for everyone who has to take 
tools, parts, or equipment from shop to job. 

The Service-Utility body provides all-steel 
lockers, with compartments of varying sizes, 
for orderly storage and convenient use of every 
needed item — eliminates the costly mileage 
and wage expense caused by unnecessary job- 
to-shop trips. 

And INTERNATIONAL Truck quality further 
lowers costs. Famous INTERNATIONAL engines 
assure top performance with maximum econ- 
omy. INTERNATIONAL Tough-Job engineering 


and all-truck design mean utmost dependabil- 
ity, long life, and lowest maintenance expense. 

Plus all this you can have greater driver 
comfort, greater performance and economy 
with newest INTERNATIONAL features. Over- 
drive transmission is a low-cost option on these 
models. And all light-duty models are avail- 
able with new automatic transmission and 
power steering at low extra cost. 

Ask your INTERNATIONAL Dealer or Branch 
for complete details on these time-saving, cost- 
cutting trucks — today! 


INTERNATIONAL HARVESTER COMPANY @ CHICAGO 


-Motor Trucks...Industrial Power...Refrigerators and Freezers 


See the season’s new TV hit, The Halls of Ivy,’ with Ronald Colman and Benita Hume, Tuesdays, CBS-TV, 8:30 p.m., EST 


INTERNATIONAL TRUCKS 


“Standard of the Highway ™ 
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2 BsW Boilers Make Major Contribution to 


efficiency a 


Utilizing design improvements developed to in- 
crease power generation efficiency and raise the level 
of unit availability, Pennsylvania Electric Com- 
pany’s new Shawville Station truly typifies power 
progress while demonstrating Penelec’s awareness 
of future requirements in the area it serves. Cur- 
rently operating as a two-unit plant, Shawville Sta- 
tion will eventually be expanded to 4 units and have 
a capacity totalling more than 500,000 kw. 

Another addition in General Public Utilities’ expan- 
sion program, Shawville Station is situated in coal 
fields near the center of Penelec’s system load. Its 
two identical B&W Radiant Reheat Boilers have a 
design pressure of 2080 psi and a combined steam 


4 


capacity of 1,788,000 lb per hr. These units include 
B&W Cyclone Steam Separators for natural circula- 
tion and each is equipped with 16 burners served 
by 4 B&W Pulverizers. This installation also in- 
cludes B&W tubular airheaters and B&W continu- 
ous-tube type economizers. 


Modern in every sense, Shawville Station has already 
demonstrated its efficiency during the first months 
of operation. It is one more practical tribute to the 
unending efforts of progressive electric companies, 
consulting engineers and B&W boiler experts work- 
ing cooperatively to further advance the science of 
steam-electric power generation. 
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with the Cocletors 


egal the rosy forecasts for the New 
Year, one is impressed by the impor- 
tance of business success in terms of the 
welfare of the individual citizen. When 
we look behind the cold statistics of new 
automobile production, new electronic 
production schedules, and the quantities 
of this, that, and the other industry items 
expected to be turned out and sold in the 
next twelve months, we see where the 
hope and confidence of millions of Amer- 
ican families lie. If these production 
schedules lag or fail, individual jobs and 
security will be lost or endangered. To 
the extent that they succeed or exceed the 
estimated targets, the dreams of these 
citizens for finer things can be _ better 
realized. 


IF all this sounds a bit trite or obvious, 
let us bear in mind that the importance of 
business as a social function has not al- 
ways been generally appreciated. It is not 
generally appreciated today in some cir- 
cles which have grown callously cyn- 
ical or distrustful of business. 


But we have come a good ways from 
the “muckraking” days of the early cen- 
tury when it was fashionable for novelists 
and journalists to suspect business. Big 
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business was almost to be considered 
wicked per se. It was often contended by 
these critics that much of our business ac- 
tivity was gratuitous or unnecessary for 
the commonweal. Instead of supplying 
the population with food, clothing, and 
shelter, they complained, much of our 
capital and labor is diverted to, if not wast- 
ed upon, trivial desires inspired by pro- 
moters and huckstering advertisers. Au- 
tomobiles along with phonographs, cos- 
metics, comic books, tobacco, liquor, en- 
tertainment, and a host of other luxury or 
unnecessary items were not demanded— 
they were supplied. So ran the critical 
arguments of vestervear. 


3UT necessary or otherwise, we don’t 
see today even the most “advance guard” 
critics of business or of advertising, walk- 
ing instead of using automobiles or turn- 
ing their eves or ears away from TV or 
radio phonograph sets. If anvone seri- 
ously thinks that cosmetics, hairdos, or a 
minimum amount of costume jewelry and 
such are not plain necessities for the aver- 
age homemaker and working girl, they 
need only to ask. 


se 


In other words, by “stimulated” de- 
sires or otherwise, these things have all 
become a necessary and even a socially 
significant part of our American way of 
life. To do without them would be un- 
thinkable. More than that, it would be de- 
liberately wrecking a much-needed seg- 
ment of our economy. 


HERE is a moral in this for public 

utilities whose function it is to serve 
all kinds of business, as well as the people 
who make their living in those businesses. 
The moral is that the enterprise system is 
an integrated system. All forms of honest 
business contribute towards a sound, so- 
cial objective, whether one turns out steel 
girders or lipsticks. There are honors 
enough to go around for making the 
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Pioneering New Horizons . 
| our specialty... 


Today...corn stubble 
Tomorrow... power for America... 





FROM THE FIRST MOMENT Pioneer is retained to help you 
plan your new electric power station, Pioneer becomes 
a part of your company, thinking and planning in your 
best interests . . . Pioneer has 52 years of experience 

to aid in determining the necessary plant capacity and 
its construction cost, to select the site and design the 
generating station . . . Pioneer will also design any 
needed service or office buildings and act as your agent 
in purchasing construction supplies and materials. . . 
Pioneer offers complete valuation, depreciation and 
rate services . . ..it will supply stock transfer and 
dividend distribution services . . . Our consulting staff 
provides experienced advice on company management, 
corporate finance, accounting and taxation matters ...a 
well-rounded schedule to relieve your overload periods. 


For complete information on Pioneer’s services, 
write for our factual booklet, *‘ Pioneering 
New Horizons’’, yours for the asking. 


Pioneer Service & Engineering Co. 
231 South LaSalle Street - Chicago 4, Illinois 














PAGES WITH THE EDITORS (Continued) 


American way of life a success. Even the 
least of these business units should not be 
discounted as long as it tallies its share of 
wage dollars, tax dollars, and civic re- 
sponsibility. 


AND so we hope that the rosy forecasts 
will all turn out to be true, although our 
common sense tells us that there will be 
slip-ups and dislocations here and there. 
Indeed, there is some little danger in be- 
ing too responsive to the accumulation of 
optimistic prophecies. As in everything 
else, moderation is a most desirable in- 
gredient to temper our reaction for the 
New Year. 


Tuis leads us to the opening article in 
this issue by our “house prophet,”’ who has 
never been noted for overoptimism or 
wishful thinking—whatever other short- 
comings might have developed in his prog- 
nostications. Following our custom of a 
number of years, we publish in this issue 
an article on the utility outlook in Wash- 
ington for 1955 by our editor, FRANCIS 
X. WELCH. He gives us plenty of grounds 
for sober reflection in his analysis of 
problems confronting us in the new 84th 
Congress during the coming twelve 
months. 


WE get a picture of a new Congress al- 
most evenly divided between two parties, 
but with crisscrossing tendencies both left 
and right, which reduce it almost to a dead- 
center balance. This is not conducive to 
very much—certainly not very drastic— 
major legislation. It may be that aside 
from routine tax and appropriation bills, 
the first session of the 84th Congress will 
come and go without much being done on 
controversial leftovers, such as amending 
the Taft-Hartley Act. 


* * *K * 


mAN the state level we present in this issue 
another type of forecast on legisla- 
tive developments by BeTHUNE JONES, 
well-known news analyst. From his news 
collecting headquarters at Red Bank, New 
Jersey, Mr. Jones has established an en- 
terprising service of reporting up-to-the- 
minute developments at state capitals. 
With 44 state legislatures meeting in reg- 
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ular session early in 1955, what Mr. 
Jones foresees in the way of state legisla- 
tion of special interest to utilities should 
prove helpful and informative to many of 
our readers. It is predicated mainly on 
proposals which failed to get enacted in 
1953. 


HO is a typical utility stockholder— 

if there is such a person? Is he a 
well-heeled individual who lives in a New 
York penthouse or in some other eastern 
metropolis, caring little about local opera- 
tions in which he has invested? How 
many stockholders are there and what do 
they do beside hold stock? These and oth- 
er interesting answers to a generally over- 
looked topic have been the product of a 
searching analysis by OweEN ELy, finan- 
cial editor of this magazine. His article, 
entitled “Who Is the Utility Stockhold- 
er?” appears on page 15. Based on ques- 
tionnaires and interpretations, he goes 
into such matters as the size of average 
utility holdings for different utility indus- 
tries, price, degree of institutional invest- 
ment, sex ratio of individuals, and many 
other matters in which management 
should be very much interested. 


THE next number of this magazine will 
be out January 20th. 


Bett. 
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* Many millions more typewriters than ony other manufacturer. Our 15,000,000th 
typewriter, the Remington Electric shown here, was produced in September, 1954. 

















...way back in 1873, the 
world’s first practical 





typewriter was built by 
Remington Rand. Improvements and 
innovations followed, and finally, 

in 1925, the first electric typewriter was 
marketed—another Remington Rand first. 
Further development over the years 
has brought the typewriter to the peak 
of perfection so clearly illustrated in 
the newest Remington Electric 
Typewriter. It’s the finest typewriter 
available today ...turns out 

truly distinctive work in so litt’e time, 
with so little effort! 


For free booklets, “Brief History of the 
Typewriter” (RE8677) and “Electric 
Typing Dividends” (RE 8612), write: 
Remington Rand, Room 1186, 315 Fourth 
Avenue, New York 10, New York 


Remington. Fkand. 


Makers of the Remington Standard, Electric, 
Noiseless, Quiet-riter and Office-riter Typewriters 








Coming IN THE NEXT ISSUE 


* 


THE PRESIDENT'S CONFERENCE ON ADMINISTRATIVE PROCEDURE 


Government as well as utilities have become rightly concerned about the expense, 
delay, and volume of records piling up in regulatory cases and subsequent appellate 
procedure. But something constructive is being done about this and a highly informa- 
tive article by Judge E. Barrett Prettyman, of the U. S. court of appeals for the Dis- 
trict of Columbia circuit tells us about it. Virtually unnoticed by the great utility in- 
dustries and others, who are directly affected by the impact of expensive and time- 
consuming federal commission regulation, is a movement towards improvement of 
federal regulatory practices. This work has been carried on by a conference, appointed 
by the President, to study administrative procedure problems. The head of this con- 
ference, a distinguished jurist of the federal bench, gives this account of the progress 
to date and the possibilities of the future in this field of regulatory reform. 


WISCONSIN AND THE PHILLIPS CASE 


Before and after the celebrated U. S. Supreme Court decision in the Phillips Petroleum 
Company Case, there have been a number of articles, including several in this maga- 
zine, explaining the gas producers’ position in resisting FPC regulation of production 
and gathering. By way of balancing the record, here is an article written from the 
viewpoint of those who favor FPC jurisdiction on grounds that it is for the protection 
of the consumers and in the public interest. The author of this article, Chairman James 
R. Durfee of the Wisconsin Public Service Commission, was one of the parties who 
took the appeal to the courts in the Phillips Case from the original FPC decision de- 
clining to exercise control over the producers. Chairman Durfee's fight was vindicated 
in the highest court when it handed down its final decision last June. 


GOOD PARTNERS IN MEXICAN UTILITIES. PART I. 


Last November in Rio de Janeiro there was an important meeting of Latin American 
ministers of finance with United States representatives to discuss development prob- 
lems of our good neighbors to the south. In Mexico ''foreign'’ capital has been pri- 
marily responsible for the establishment and development of vital public utility serv- 
ices. How are these utilities regulated? How are the ‘foreign’ investors treated? 
What is the outlook? And how do the fiscal policies of the United States government 
affect that outlook? Herbert M. Bratter, well-known financial writer and student of 
international economics, has written a 2-part article on the status of Mexican public 
utility companies. In the first instalment he discusses the operations and problems of the 
Monterey Railway, Light & Power Company (Mexlight). Other Mexican utility prop- 
erties will be discussed in a second instalment. 


* 


Al $O... Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 





ys 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 


NAME 
FIRM 


ADDRESS 
PUFI 








CCaukble Core 


“There never was in the world two opinions alike.” 


WALTER C. BECKJORD 
President, The Cincinnati Gas & 
Electric Company. 


Excerpt from statement issued by 


Federation of American Scientists. 


L. M. Cassipy 
Chairman of the board, Johns- 
Manville Corporation. 


WILLIAM RANDOLPH HEARST 
Late publisher. 


CLeM D. JOHNSTON 
President, Chamber of Commerce 
of the United States. 


S. WHITNEY LANDON 
Secretary and assistant to 
president, American Telephone 
and Telegraph Company. 


EDITORIAL STATEMENT 
The Journal of Commerce. 


CLIFFORD F. Hoop 
President, United States Steel 
Cor poration. 
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“No organization can be greater than the people that 
make it up.” 


¥ 


“It is most unfortunate that the AEC has become 
deeply involved in political controversy in recent 
months.” 


* 


“One of the most important jobs in industry today is 
building good will, co-operation, and understanding be- 
tween the company and its employees.” 


> 


“Would it not be wonderful if the government of the 
United States would only attend to the affairs of the 
United States and not try to regulate all the rest of the 
world?” 


> 


“We are giving a form of lip service to free enterprise, 
and at the same time stifling it with an increasing blanket 
of controls and restraints, with a resultant attrition of 
energy and initiative which might well prove fatal.” 


¥ 


“We must never forget that we are trustees—cus- 
todians. Not just custodians of the money stockholders 
have put in our businesses, but—and possibly just as 
important—custodians of what these millions of stock- 
holders think and feel in their hearts about business 
and businessmen.” 


a 


“The United States Supreme Court long ago sug- 
gested that a ‘rule of reason’ be applied in the adminis- 
tration of the antitrust laws. If every business practice 
that limits competition in some unessential respect were 
to be declared illegal, we could not conduct our economy. 
Simon-pure competition is almost nonexistent. Yet com- 
petition is the mainspring of the free enterprise sys- 
tem, and laws to maintain a reasonable degree of com- 
petition in industry are desirable and necessary.” 


> 


. as our research efforts continue, they open up 
new and broader vistas for our industry. Who knows 
when electricity developed in atomic power plants will 
make possible the reduction of iron ore by using hydro- 
gen as the reducing agent rather than carbon? Who 
knows when automation will make possible greater effi- 
ciency in almost every step of the steelmaking proce- 
dure? Who knows when the miracles of electronics will 
give us control of unbelievable accuracy and the ultimate 
in quality production of steels of still unheard of po- 


tentialities ?” 


‘é 


PUBLIC UTILITIES FORTNIGHTLY—JANUARY 6, 1955 


ee] 








ab 


ov 


Yo 
It’ 


tai 


ke 


Yo 
Th 


me 








WHY IT WILL PAY YOU TO USE 
BELL SYSTEM COMMUNICATIONS SERVICES 


You save money 

With Bell System services, you get efficient and depend- 
able communications at low cost. You are relieved of 
maintenance, depreciation and other costs of privately 
owned communications. 


You get the service you need 

It’s flexible and complete. We furnish communications 
tailored to your exact needs. No more, no less. A change 
in number or type of circuits can be made any time to 
keep your communications in step with changing needs. 


You get the best service 
The Bell System is constantly developing new equip- 
ment, methods and techniques to improve your service 


and keep your communications from becoming obsolete. 


You have more investment money available 


Your capital is not tied up in communications equipment 
but is available for investment in income-producing 
power equipment and services. 


You concentrate on your own business 


Our business is entirely communications, and that’s one 
reason the Bell System offers power companies the 
finest services today. A communications study by spe- 
cialists, made without charge, frequently indicates how 
a power company can improve its communications and 
realize increased benefits and economies. Talk this over 
with the Bell Telephone representative near you. 





PRIVATE-LINE TELEPHONE 


MOBILE TELEPHONE 


TELETYPEWRITER 








BELL TELEPHONE 


METERING CHANNELS SYSTEM 








REMARKABLE REMARKS—( Continued) 


ALEXANDER R. HERON 
Vice president, Crown 
Zellerbach Corporation. 


GEORGE I. SOKOLSKY 


Columnist 


W. M. VAUGHEY 
President, Independent Petroleum 
Association of America. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


HERBERT HOOVER 
Former President of the 
United States 


Stuart W. JOHN 
Rate expert, Montclair, - 


BENJAMIN I. FAIRLESS 
Chairman of the board, United 
States Steel Corporation. 


ew Jersey. 


“Nothing but selling actually creates any job. Unless 
private industry wants government to take over, private 
industry must provide more jobs.’ 


¥ 


“The Senate loses more in dignity when it reduces it- 
self to a body that passes legislation without reading it 
and without adequate debate . . . than when a Senator 
appears on the floor drunk and stupefied or when one 
calls the other an improper name. It is a matter of per- 
spective and balance.” 


* 


“The petroleum industry has been blessed by having 
the benefit of the constructive thinking and imagination 
of many able men, who were and are good Americans. 
We have the right to be proud of the accomplishments 
of this industry which now, in terms of investment, 
ranks third in the United States.” 

. 

“Of course TVA is with us and we have no idea that 
the misrepresentations that attended its inception will 
cause it to go away. But it is to the point that the public 
power lobby is quite willing to resort to subterfuge to 
gain its ends. It was so twenty years ago and there is no 
sign that there has ever been a reform.” 


* 


“It has been indeed the universities of the world which 
have molded and defended the freedoms of mankind. . . 
the Communists, by infiltration, propaganda, and con- 
spiracy are seeking to corrupt the truth, the morals, the 
religion, and in fact to destroy the freedoms of western 
civilization . .. but they do not comprehend the spiritual, 
moral, and educational force that will defeat them.” 


* 


“The development of a sound rate structure is not the 
exclusive province of the rate expert. It must reflect the 
experienced judgment of the utility’s chief executives, 
of its engineers and its legal advisers, and of its sales 
personnel who are in intimate day-to-day contact with 
customers—and it must certainly reflect the experienced 
judgment of the regulatory authorities who are charged 
with the responsibility of promoting and safeguarding 
the public interest.” 


- 


“". . I should like . . . to point out that the problem 
of full employment is by no means confined to the 2,750,- 
000 people who are out of work at this moment. 
Some time in the next twenty years we must open up 
22,000,000 additional jobs to accommodate our growing 
labor force; and at present rates this will require a 
capital investment of substantially more than a quarter- 
trillion dollars in new facilities. (Yes, I said trillion— 
not billion.) And what that kind of inflation would 
mean to our economy, I leave it to you to imagine! .. . 
There is no use in talking deceptively about ‘gifts to the 
rich,’ nor in speaking dishonestly of the ‘trickle-down 
theory.’ If we really believe in maximum employment 
—and if we truly desire to make jobs for those who are 
now out of work—then certainly there can be no honest 
doubt as to our proper course of action.” 
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Into a new fol felatmre (ei )(-1-1 Ime laleme|lokmel are 
fexolalel d=}icmenstorolalial=\mre salem cal=icel ls 
manpower and money. 


More important, however, is the skill, the 
experience and the resources of the planners 
and.constructors. The engineering and 





construction firm that stands behind the plans 





of a new plant may well hold the key 
to its future success. 


Over its half-century of existence Ebasco 
tokM-1alel]al-1=16-10 ie ialeola)-sigUlen (lo Manele melalela 
two billion dollars of new plants. Ebasto can 
be brought into action the moment the need 
for new facilities is recognized can cover 
every step from site selection, preliminary 
oholataliareum—ialelal-1- 101010 Puro leaselo] meolarisaulei {lols 
alelshmniaicoselelalmiar bile) ©)(elatme)el-1celirona 

Our services are available, practically and 
economically, in building both large and small 
projects. Every new plant handled by Ebasco 


receives the same quality engineering and 





construction— the mark of Ebasco projects 

all over the world 

Our booklet-——“The Inside Story of Outside Help” 
tells the story.of Ebasco and its services 

For a copy, without obligation, write 

-basco Services Incorporated, 


+ 


Iwo Rector Street, New York 6, New York 
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3,250,000 KILOWATTS BY 1957 


When the new unit goes into operation, capacity of the Detroit 
Edison system will total three and a quarter million kilowatts—more 
than double that of ten years ago. This will be the third unit to be 
installed at River Rouge — the other two, with a capacity of 260,000 
kw each, will go on line in 1956. 





Reddy Kilowatt * Trade mark character used by permission of Reddy Kilowatt, Inc. 
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Detroit Edison to make power generation history 

at new River Rouge Plant . . . with a tradition-shattering 
high-pressure turbine of 300,000 kw capacity, 

served by a Foster Wheeler Steam Generator, 


the largest in the world! 





T TAKES COURAGE and foresight to break with 
I tradition—to plan and execute a power project 
which far surpasses anything ever done before. 
But the break has been made and a thrilling new 
chapter in power plant history is now being writ- 
ten. It’s the story of Detroit Edison’s River Rouge 
Plant. 

Here, late in 1957, the largest steam turbine- 
generator in the world will go into operation. 
Rated at 300,000 kw, it will set completely new 
standards of efficiency and economy — producing 
a kilowatt of electricity for less than three fourths 
of a pound of coal! 

Steam for the giant turbine will be supplied by 
a single Foster Wheeler steam generator with a 


capacity of two million pounds per hour at 2450 


FOSTER 
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psi pressure and 1050 F at the superheater outlet. 
Reheat facilities will resuperheat the steam to 
1000 F after it has passed through the initial 
stages of the turbine. This, the largest single 
steam generator ever to be built, represents a 
great forward step in power plant engineering. 

The awarding of this record-making order is 
therefore a gratifying vote of confidence from 
Detroit Edison. Past achievements show that this 
confidence is well placed. With more than fifty 
years of experience in steam generation, and the 
finest modern manufacturing facilities in three 
large plants, Foster Wheeler welcomes the oppor- 
tunity to help Detroit Edison make history at 
River Rouge. Foster Wheeler Corporation, 165 
Broadway, New York 6, N.Y. 


WHEELER 
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Columbia Gas System 
delivers a modern miracle ~- 
24 Hours-A- Day! 


Sa nanan 


aN Hois 


. \ ‘FOR CHEAPER 
\\ DRYING 






Sp 


sio 





aS ori 
FOR INSTANT the 
: vps! | _ HOT WATER ; tha 


was 


192. 
leng 
thar 
re-u 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
C Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 


5-23 
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5 Proof of Part 


PART OF THE Fulton Springs-Kimberly 
44 kv transmission line of Alabama 
Power Company. Some of the poles in 
this line have been in service more than 
40 years. 


' wi S : Shee. 
My “. ‘ * sek 


‘ 


Pressure-creosoted poles in this transmission line 
have been in service more than 40 years 


e@ Alabama Power Company’s Fulton 
Springs — Kimberly 44 kv transmis- 
sion line today includes more than 
100 pressure-creosoted poles that 
originally went into the ground in 
their present locations in 1914—more 
than 40 years ago. 

Originally a radial feeder, the line 
was constructed with approximately 
600 pressure-creosoted poles. In 
1924, the line was rebuilt with span 
lengths increased. At that time more 
than 200 of the original poles were 
re-used in other locations. 


Over the years replacements have 
been made in the original group of 
poles, with deterioration accounting 
for a very small percentage. But 109 
of the original poles are still in serv- 
ice on the Fulton Springs-Kimberly 
line. 

Alabama Power Company has 
been using pressure-creosoted south- 
ern pine poles almost exclusively 
since 1920. With timber and treat- 
ment in accordance with current 
specifications, normal life expectancy 
from pressure-creosoted transmission 


poles is at least 40 years. 
JUST ANOTHER EXAMPLE 


. . . of the effectiveness of pressure- 
creosoting in lengthening pole life 
and reducing replacements. And for 
the best performance from pressure- 
creosoting, be sure USS Creosote is 
used. For more information on this 
effective wood preservative, contact 
our nearest Coal Chemical sales office 
or write directly to United States 
Steel Corporation,525 William Penn 
Place, Pittsburgh 30, Pa. 


USS CREOSOTE 


SALES OFFICES IN PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, SAN FRANCISCO AND FAIRFIELD, ALA. 
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New Issues-19 54 


Purchased and Offered by Halsey, Stuart & Co. Inc. alone or with associates* 


a of Tax-Exempt — of 
$ 8,200,000 ALEXANDRIA SANITATION AUTH., VA.+ — $250,000,000 


Var. Rates Sewer Rev. Bonds, Due 1960-76 & 1994 
CALIFORNIA, STATE OF + 

Var. Rates Veterans’ Bonds, Due 1956-75 
CALIFORNIA, STATE OF + 

Var. Rates School Bonds, Due 1956-80 

CHICAGO, ILL. + 

Var. Rates Bonds, Due 1955-72 

CLEVELAND, OHIO 

Var. Rates Elec. Rev. Bonds, Due 1959-78 
DELAWARE, STATE OF{ 

1.70% Bonds, Due 1955-74 

FAIRFAX COUNTY, VA. 

Var. Rates Sewer Bonds, Due 1958-89 

FLORIDA, STATE BOARD OF EDUC. OF 
Var. Rates Rev. Bonds, Due 1955-75 

FORT WORTH, TEXAS+ 

Var. Rates Bonds, Due 1955-79 

HOUSTON, TEX. + 

Var. Rates Bonds, Due 1955-79 

LANSING, MICH. 

Var. Rates Bonds, Due 1957-76 

MEMPHIS & MEMPHIS CITY SCHOOLS, 
TENN. Var. Rates Bonds, Due 1955-84 (2 issues) 
MICHIGAN, STATE OF + 

Var. Rates Korean Veterans’ Bonds, Due 1956-70 
MONTGOMERY COUNTY, MD. 

Var. Rates Bonds & Ctfs, Due 1955-84 

NEW YORK SCHOOL DISTRICTS (Various) 
Var. Rates Bonds, Due 1954-84 (25 issues) 

NEW YORK STATE THRUWAY AUTH. + 
Var. Rates Gen. Rev. Bonds, Due 1964-79 & 1994 (2 issues) 
OMAHA PUBLIC POWER DISTRICT, NEB. 
Var. Rates Elec. Rev. Bonds, Due 1956-84 
OREGON, STATE OF? 

134% Veterans’ Welfare Bonds, Due 1967 
PENNSYLVANIA, GEN. STATE AUTH. OF 
Var. Rates Rev. Bonds, Due 1957-81 
PENNSYLVANIA SCHOOL DISTRICT 
AUTHORITIES (Various) 

Var. Rates Rev. Bonds, Due 1955-94 (5 issues) 
PENNSYLVANIA, STATE HWY & BRIDGE 
AUTH. OF, Var. Rates Rev. Bonds, Due 1958-77 
PHILADELPHIA, PA. + 

Var. Rates Bonds, Due 1955-80 

PITTSBURGH SCHOOL DISTRICT, PA. 
248% Bonds, Due 1955-79 

PORT OF NEW YORK AUTHORITY 7 
1.70% Consol. Rev. Bonds, Due 1955-64 

POWER AUTHORITY OF THE STATE OF 
NEW YORK? 

Var. Rates Gen. Rev. Bonds, Due 196 
SOUTH BEND, IND. + 

Var. Rates Sewage Rev. Bonds, Due 1956-84 
SOUTH CAROLINA, STATE OF7 

1.80% School Bonds, Due 1955-74 

STATE PUBLIC SCH. BLDG. AUTH., PA, 
Var. Rates Ref. Rev. Bonds, Due 1956-89 
TAMPA, FLA.+ 

Var. Rates Sew. Rev. Bonds, Due 1958-89 


50,000,000 
50,000,000 
33,100,000 
5,000,000 
10,000,000 
10,000,000 
16,942,000 
5,000,000 
10,600,000 
6,000,000 
6,000,000 
60,000,000 
6,850,000 
45,558,500 
350,000,000 
12,000,000 
5,000,000 
30,000,000 
13,307,000 


20,000,000 
43,520,000 

5,000,000 
20,000,000 


335,000,000 
5-76 & 1995 
8,500,000 


20,000,000 
23,610,000 
10,000,000 





7,250,000 WYANDOTTE SCHOOL DISTRICT, MICH., 
Var. Rates Bonds, Due 1955-72 
$116,586,204 ADDITIONAL TAX-EXEMPT BONDS— 
104 ISSUES 
D. I pect and current quotations 


will be poten ae - of these securities upon request. 


* To December 21, 1954 

+ Issue beaded jointly by Halsey, Stuart & Co. Inc. and others. 
All other issues were beaded, or purchased and offered alone, 
by Halsey, Stuart & Co. Inc. 


Send for 1954 Year-End Bond Survey & Tax Chart 


Concise survey of 1954 bond market and outlook for 
1955, and comparison chart based upon individual 
Federal tax rates now effective—to help 
you determine the value of tax exemp- 
tion in your income bracket. 
Write without obligation 
for folders PF. 








18,000,000 
15,000,000 


50,000,000 
40,000,000 


25,000,000 
16,000,000 
10,000,000 
30,000,000 
21,000,000 
103,000,000 


50,000,000 
15,000,000 
18,000,000 
15,000,000 
19,266,000 
20,000,000 
30,000,000 
25,000,000 
60,000,000 
20,000,000 
30,000,000 
20,000,000 
30,000,000 
50,000,000 
12,000,000 
20,000,000 
25,000,000 
12,500,000 
50,000,000 
55,000,000 
20,000,000 
190,000,000 


10,000,000 
12,000,000 


-73,250,000 
47,735,000 


HALSEY, STUART & CO. 


Corporate 


AMERICAN TELEPHONE AND TELEGRAPH COMPANY + 
30 Year 314% Debentures, Due 1984 . . 2. . 2. 2 2 2 
BOSTON EDISON COMPANY 

First Mtge Bonds, Series E, 3% Due 1984 . . . . « « 
CHICAGO, MILWAUKEE, ST. PAUL AND PACIFIC RAIL- 
ROAD EQUIPMENT TRUSTS, SERIES SS & TT, 234% & 
2%% Equip Tr Ctfs, Due 1955-69 (2 issues) . . . 2 2 
THE COLUMBIA GAS SYSTEM, INC. 

314% Subordinated Debentures, Due 1964 . . . 2. 2 « « 
CONSOLIDATED GAS ELECTRIC LIGHT AND POWER 
byron cet? OF BALTIMORE First Ref _ SF ey Series 


Z 3%, due July 15,1989 . . .. “ae Tae * 
CONSOLIDATED NATURAL _— ‘COMPANY 
3% Debentures, Due 1978. . ee awe aw AS 


DUQUESNE LIGHT COMPAN wy 

First Mtge Bonds, Series due July 1, 1984 (346%) .« « « « 
FLORIDA POWER & LIGHT COMPANY 

First Mtge Bonds, 314% Series due 1984. . . . 6 2 « a 
HOUSTON LIGHTING & POWER COMPANY 

First Mtge Bonds, 3% Series due 1989 . . 

ILLINOIS CENTRAL EQUIPMENT TRUSTS, SERIES 38, 39 
& 40 214% & 254% Equip Tr Crfs, Due 1954-70 (3 issues) . 
ILLINOIS CENTRAL RAILROAD COMPANY 

First Mtge 314% Bonds, Due 1980, First Mtge 334% Bonds, 
Due 1989 & 314% Sinking Fund Debentures Due 1980. . 
THE KANSAS CITY SOUTHERN RAILWAY COMPANY ; 
First Mtge Thirty Year 314% Bonds, Series C Due 1984 . . . 
LACLEDE GAS COMPANY 

First Mtge Bonds, 314% Series due Dec. 1,1979 . 2. 2 « « 
LOUISIANA POWER & LIGHT COMPANY 

First Mtge Bonds, 314% Series due 1984. . 2. 2 « «© « « 
METROPOLITAN EDISON COMPANY 

First Mtge Bonds, 34% Series due 1984. . . « 
MONTREAL, THE CITY OF (CANADA)? 
Var. Rates U.S. Debentures, Due 1954-72 . . . . .« 2. « 
THE MOUNTAIN STATES TELEPHONE AND TELE- 
GRAPH COMPANY 35 Year 3% Debentures, Due 1989 . . 
NEW ENGLAND TELEPHONE A.IND TELEGRAPH 
COMPANY 34 Year 344% Debentures, Due 1988 . . 2. . « 
NEW JERSEY BELL TELEPHONE COMPANY 

35 Year 3% Debentures, Due 1989 . . . . 2. 2 © @ « 
NORTHERN ILLINOIS GAS COMPANY + 

First Mtge Bonds, 314% Series due January 1,1979 . . « « 
NORTHERN STATES POWER COMPANY (MINN.) 
First Mtge Bonds, Series due Oct. 1, 1984, 314%. . « « « « 
OHIO EDISON COMPANY 

First Mtge Bonds, 314% Series of 1954 due 1984 . . 2 « « 
THE OHIO POWER COMPANY 

First Mtge Bonds, 34% Series due 1984 . 
PACIFIC POWER & LIGHT COMPANY 
First Mtge Bonds, 314% Series due August 1, 1984 . . . 
THE PACIFIC TELEPHONE AND TELEGRAPH COMPANY 


35 Year 34% Debentures, Due 1989 . . . . 2 2 « 
PENNSYLVANIA ELECTRIC COMPANY 

First Mtge Bonds, 314% Series due 1984. . . . « « « « 
PUBLIC SERVICE COMPANY OF COLORADO 

First Mtge Bonds, 314% Series due 1984. . . . ota 
PUBLIC SERVICE COMPANY OF INDIANA, INC. 

First Mtge Bonds, Series K, 334% Due 1984 . . oe 
PUBLIC SERVICE COMPANY OF OKLAHOMA _ 


First Mtge Bonds, Series E, 3% Due 1984 

PUBLIC SERVICE ELECTRIC AND GAS COMPANY — 
First and Ref Mtge Bonds, 314% Series due 1984 . . . . 
SOUTHERN BELL TELEPHONE AND TELEGRAPH COM. 
PANY 35 Year 34% Debentures, Due 1989 . . . 2. « « 
SOUTHERN NATURAL GAS COMPANY 

First Mtge Pipe Line SF Bonds, 314% Series due 1974 «. » « 
TENNESSEE GAS TRANSMISSION COMPANY t 

First Mtge Pipe Line “nn 34% Series due 1975 & 

414% Debentures due 197 s« & 
THE UNITED GAS << EE ‘COMPANY 

First Mtge Bonds, 314% Series due 1979. . « « « 0 « «@ 
WEST PENN POWER COMPANY 

First Mtge Bonds, Series P, 3% Due 1984 . 2. 2. 2 « 2 « « 


ADDITIONAL PUBLIC UTILITY BONDS . . 14 ISSUES 


ADDITIONAL RAILROAD BONDS AND EQUIPMENT 
TRUST CERTIFICATES . . . « « « « «~ 13 ISSUES 


Underwriting 


Interest 
$18,250,000 
8,600,000 


6,000,000 
10,000,000 


11,000,000 
10,000,000 
9,350,000 
4,950,000 
4,450,000 
12,300,000 


19,800,000 
3,150,000 
5,450,000 
9,950,000 
5,050,000 
2,601,000 
3,250,0Q0 

12,650,000 

13,800,000 
4,000,000 
7,300,000 
7,450,000 
8,000,000 
3,700,000 

10,050,000 

10,000,000 

11,550,000 
5,000,000 
3,950,000 
7,700,000 
7,000,000 
2,750,000 


8,446,000 
5,700,000 
4,200,000 


48,910,000 
26,685,000 





INC. *“ 


123 S. LASALLE STREET, CHICAGO 90°35 WALL STREET, NEW YORK ! 


AND OTHER PRINCIPAL CITIES 
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,000,000 
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,350,000 
,950,000 
,450,000 
300,000 


,800,000 
,150,000 
,450,000 
,950,000 
,050,000 
,601,000 
,250,080 
,650,000 
,800,000 
,000,006 
,300,000 
,450,000 
,000,000 
,700,000 
050,000 
000,000 
550,000 
,000,000 
,950,000 
,700,000 
,000,000 
5750,000 


446,00 
700,000 
200,000 


910,000 
,685,000 
































JANUARY 





Thursday—6 


American 
Commerce Executives he- 


Chamber of 


Friday—7 


Weed Con- 
trol Conference ends, New 


Northeastern 


Saturday—8 


Industrial Furnace Manu- 
facturers Association will 


Sunday—9 


American Gas Association 


will hold home service 





gin annual conference, York, N. Y. hold meeting, Detroit, Mich. workshop, Chicago,  Iil. 
Washington, D. C. Jan. 24, 25. Advance no- Jan. 24-26. Advance notice. 
tice. 
Monday—10 Tuesday—11 Wednesday—12 Thursday—13 


Electrical Equipment Rep- 
resentatives Association be- 
gins annual meeting, Palm 


Beach, Fla. 


Doble Engineering Confer- 
ence will be held, Boston, 
Mass. Jan. 24-28, Advance 


notice. 


World Symposium on Ap- 
plied Solar Energy begins, 
Phoenix, Ariz. 


National Housewares and 
Home Appliance Exhibits 
begin, Chicago, IIl. 





Friday—14 


National Association of 
Purchasing Agents, Third 
Region, ends 2-day meet- 


ing, St. Louis, Mo. 


Saturday—15_ 


Pacific Coast Electrical As- 
sociation will hold business 
development section  con- 
ference, Fresno, Cal. Jan. 
27, 28. Advance notice. 


Sunday—16 


National Association of 
Home Builders begins con- 


vention, Chicago, Ill. 


Monday—17 


Pipe Line Contractors As- 


sociation begins annual 
convention, Los Angeles, 
Cal. 


(e 








Tuesday—18 


New England Gas Asso- 
ciation, Operating Division, 
mecting, Boston, 
Mass. 


begins 





Wednesday—19 


American Institute of Elec- 
trical Engineers ends 3-day 


high frequency measure- 
ment conference, Washing- 
ton, D. C. 





Thursday—20 


Edison Electrical Institute, 
Industrial Relations Com- 
mittee, begins meeting, New 


Yor N.Y. 





Friday—21 


Southern Gas Association 

begins employee relations 

round table, Nashville, 
Tenn. 





NC. 
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Courtesy, British Columbia Electric Co., Ltd. 


Coast Range Backdrop for a New Line in the Fraser River Valley. 
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With the New Year will come the convocation of a new 

Congress, the 84th in the history of our Republic. 

Nominally organized in both branches by the Demo- 

crats, it will nevertheless be pretty evenly balanced on 

political control, which means that coalitions and al- 

liances will play a more important part than ever in the 
legislative outlook. 


By FRANCIS X. WELCH* 


T the traditional mid-December lam- 
pooning of public figures by the 
Gridiron Club in Washington, D. 

C., there were many laugh-provoking 
songs and satires. But the biggest laugh 
of all came when someone representing the 
Speaker of the House, Joe Martin (83rd 
Congress), sang in sorrowful terms a 
parody of a popular song recording by 





*Editor, Pustic UTILities ForTNIGHTLY. 


Rosemary Clooney. The Gridiron actor’s 
version was “Ain’t Gonna Lead This 
House No More.” 


HE truth of the matter is, nobody is 
going to do much leading in the 84th 
Congress, if the advance indication of a 
dead-center political balance is borne out. 
So close is the alignment—politically, ideo- 
logically, and in other respects—that an- 
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other Gridiron prankster made an amusing 
reference to the question of whether Con- 
gress could survive “half-Knowland, half- 
Johnson, and half-crocked.” 


MMEDIATELY after the results of the 
1954 elections were known last Novem- 
ber, observers began to speculate on the 
likelihood that there would be more talk 
than action in the 84th Congress. And that 
seems to be just about what is coming up. 
Certainly no change in the direction of 
congressional action or administration 
policy is in the cards. 

The administration, considering the 
even balance of the election results, can 
rightly assume that the voters did not give 
anybody any mandate to do anything 
much differently from the way it was be- 
ing done before. A few of the politically 
ambitious Congressmen, mentioning no 
names, who take their own campaign ora- 
tory quite seriously, may think otherwise. 
But it is a patent fact that the Democrats 
do not have enough votes to pass anything 
over the President’s veto, if he feels like 
vetoing—even if they feel like passing 
such measures, which is doubtful. A 
political appraisal seems to be that the 
same southern Democrat-Republican coa- 
lition which dominated the 81st and 82nd 
Congresses will be in control in a negative 
sort of way. — 


Storm. over the Utilities? 

AX this is by way of approaching the 

question frequently asked whether 
the new Congress is going to put the pub- 
lic utilities on the griddle of large-scale in- 
vestigations and disciplinary legislation 
reminiscent of the mid-thirties. There 
were many suggestions along that line 
during the campaign. But aside from a 
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few public power zealots, such as Gover- 
nor Clement of Tennessee (who some- 
times talks and acts as if the campaign 
were still going on), the antiutility saber 
rattling has died down somewhat. There 
will be plenty of charges and counter- 
charges and bills introduced in Congress 
directed against the electric utilities. But 
the net result is likely to be unimpressive. 


HE Dixon-Yates contract, authorizing 

the Atomic Energy Commission to 
buy power from a plant to be built at West 
Memphis, Arkansas, by an investor-owned 
utility group, will get the spotlight of at- 
tention. The Democrats were almost 
pledged to do this by their leadership dur- 
ing the campaign. But it is difficult to see 
just what Congress can actually do about 
this—assuming that the contract is ap- 
proved by the SEC before the agreed 
deadline of February 15th. 

In other words, this observer believes 
that the Dixon-Yates contract will stick. 
The matter is out of the hands of Con- 
gress. It will not be called upon to appro- 
priate funds. It could, of course, vote to 
cancel the contract. But it is doubtful that 
such a bill would command even a major- 
ity, much less the necessary two-thirds 
required to override a veto. 

Now that the campaign is over some of 
the early emotional criticism of the Dixon- 
Yates contract seems to be simmering 
down. Upon calmer reflection, it is ob- 
vious that the contract conceals no scan- 
dals or skulduggery. There may be ob- 
jections as to method and form, but even 
critics are now taking a more moderate 
tone, saying that it might be ‘“‘a good con- 
tract between the wrong parties,” and 
other less spectacular things than we heard 
last October. 
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RESULTS OF 











Forecast 


| Federal gas legislation. It was predicted 

* that Congress would pass the Hinshaw 
Bill to relieve intrastate gas distributors from 
FPC jurisdiction. It was also predicted that 
Congress would not repeal gas producer controls 
resulting from the Phillips Petroleum decision. 


f.. Niagara power legislation. Senate opposi- 

* tion and failure to act unless an early vote 

could be obtained on the House-approved “5- 
company” Niagara power bill was predicted. 


3 Appropriation legislation. Cuts in Interior 

* Department and REA budget were pre- 

dicted, with restoration of REA funds by Con- 
gress. 


4 Interior power policy. Continued modifi- 
* cation by interpretation of the preference 
clause was predicted. 


5 REA policy. Continued efforts to iron out 

* friction between private companies and 

co-ops and less emphasis on “super co-op” loans 
were forecast. 


Communications. Complications for the 

* telephone companies were foreseen be- 

cause of microwave network competition. A 
wire-tapping bill was predicted. 


7 FPC regulation. Preliminary steps and 

* plenty of headaches for FPC gas producer 

controls were seen, along with failure of Con- 
gress to act. 


8 Investigations and reorganizations. An in- 

* teresting Hoover Commission study of 

government in the power business but no congres- 

sional investigation or reorganization of interest 
to utilities. 


9 State regulatory policies. Continued infla- 
* tion and re-examination of regulatory 
standards in rate cases were forecast. 
10 Tax legislation. A reduction but not a re- 
* peal of wartime excises on telephone bills 
and calls and passenger fares was expected. 


i Roughly nine and one-half of the following ten predic- 
tions by Mr. Welch one year ago occurred as forecast. 


1954 PROPHECY 














Result 
RIGHT 


Both developments exactly as forecast. 


RIGHT 


The bill was stalled in committee until 
the rush for adjournment made its enact- 
ment hopeless. 


RIGHT 


REA funds approved were substantially 
more than requested. 


RIGHT 


The proposed Clark Hill contract ts a 
good example—also as predicted. 


RIGHT 


Super co-op loans were upheld in court 
but have been de-emphasized. 


PARTIAL 


Plenty of microwave complications but 
no wire tap bill was passed. 


RIGHT 


A private Hell’s Canyon license, also 
predicted, is still pending. 


RIGHT 


The Hoover Commission report is ex- 
pected in the New Year. 


RIGHT 


Rate case agitation and rate appeals 
continued active during the past year. 


RIGHT 


A flat 19 per cent ceiling was enacted, 
cutting the utility exctses substantially. 
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Repeal of the Phillips Decision? 


HE eyes of Texas will be upon Sen- 

ate Majority Leader Lyndon B. 
Johnson, Speaker of the House Sam Ray- 
burn, and other southwestern stalwarts, 
who are supposed to do something about 
the Phillips decision. This was the deci- 
sion of the U. S. Supreme Court last June 
which reversed the Federal Power Com- 
mission and obliged it to take regulatory 
jurisdiction over the producers and gath- 
erers of natural gas sold in interstate 
commerce. 

A powerful combination of forces will 
undoubtedly be mobilized to get an exemp- 
tion bill passed. And when one considers 
that the Democratic 81st Congress ac- 
tually passed a bill along this line (only to 
be vetoed by ex-President Truman), the 
chances for revival of something like the 
old Kerr Bill would seem pretty good, 
offhand. 

Certainly the result is going to be close. 
But this observer is inclined to the view 
that much intervening time and talk have 
not been on the side of the gas producers. 
Congressmen from the so-called “con- 
sumer states,” previously indifferent to 
such an amendment of the Natural Gas 
Act, have been indoctrinated with the idea 
that voting for a bill to exempt gas pro- 
ducers from FPC jurisdiction would be 
bad medicine in their constituencies. Inci- 
dentally, the hard core of this sentiment 
seems to be in the Middle West, strong- 
hold of the Republican members. 

It is a debatable question what Presi- 
dent Eisenhower would do, if such a bill 
came before him for signature. Tempera- 
mentally, as well as on the basis of his past 
performance in signing the so-called Tide- 
lands Bill, the President has generally 
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tended to favor returning to the states reg- 
ulatory powers centralized in the federal 
government. But the chances are the 
President will not be called upon to take 
a stand on this, as ex-President Truman 
was called upon when he vetoed the old 
Kerr Bill. 


Taxes and Appropriations 


ITH the budget still out of balance, 

the administration will be in no mood 
to increase federal spending or to cut 
taxes. But the Democratic majority with 
no such responsibility for the budget 
would like to go through the motions of 
doing both. 

Already the President’s economic ad- 
visers have recommended that he ask the 
new Congress to cancel scheduled corpora- 
tion and excise tax cuts which are due to 
go into effect automatically April 1st. This 
would cost the government about $2.2 bil- 
lion during the next fiscal year. But since 
this would require an affirmative act by the 
Democratic Congress, the chances are 
good that both the corporation tax cuts 
and the excise tax cuts will go into effect 
as scheduled. 

The public utilities, as such, will not be 
affected by the automatic expiration of 
wartime excises. Telephone and _ tele- 
graph bills and calls, as well as plane, 
train, bus, and other passenger fares, are 
now under a 10 per cent ceiling for excise 
taxes. 

They will probably continue, although 
bills will be introduced to reduce or 
repeal such excises. There will be consid- 
erable Democratic support for such bills, 
but not enough to override an almost 
certain White House veto if they manage 
to pass Congress. 
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An Inconclusive Election 


sell Hse administration, considering the even balance of the election 

results, can rightly assume that the voters did not give anybody 
any mandate to do anything much differently from the way it was being 
done before. A few of the politically ambitious Congressmen, mention- 
ing no names, who take their own campaign oratory quite seriously, may 
think otherwise. But it is a patent fact that the Democrats do not have 
enough votes to pass anything over the President’s veto, if he feels like 
vetoing—even if they feel like passing such measures, which is doubtful.” 











The corporation taxes, now at 52 per 
cent, are scheduled to drop to 47 per cent 
on April Ist, costing the government an 
estimated $1.2 billion in fiscal 1956. The 
automatic excise tax reductions affect 
items such as liquor and tobacco ($1 bil- 
lion estimated) put into effect during the 
Korean war. Treasury Secretary Hum- 
phrey foreshadowed the administration’s 
request to extend the present tax sched- 
ules when he said, early in December, that 
the budget could not be balanced next 
year. 


Ox the appropriations front, Congress 

is likely to follow pretty much the 
same pattern of last year’s legislation. It 
will be recalled that the Eisenhower 
budget called for considerably reduced 
spending by the Interior Department for 
power projects and construction by the 
Reclamation Bureau, and for only mod- 
est new lending authority for REA. The 
congressional committees, however, in- 
creased the REA loans from $137,000,000 
requested by the budget to $210,000,000, 
and Congress approved. The budget for 
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REA during the next fiscal year is likely 
to carry a little more for telephone loans 
(about $85,000,000) and a little less for 
electric loans (about $75,000,000). The 
Democratic committees will probably 
boost the REA figure again, so that the 
over-all new lending authority will be 
something in the order of $200,000,000. 

There is no likelihood of any attempt 
being made to write restrictive language 
(governing REA lending policy) in the 
Agriculture appropriation bill. But there 
is not as much sentiment for such restric- 
tions, in the light of the conciliatory policy 
which REA has been following. In an un- 
spectacular and piecemeal fashion, REA 
has been working out the troublesome and 
controversial “super” co-op situations to 
the satisfaction of local borrowers and 
other interests. 


State Legislation and Regulation 


NOTHER article in this issue tells the 
story of what may be expected, in 
part at least, from the 44 state legislatures 
which meet in regular session this year. 
There will be some important bills passed, 
but no radical changes. (See page 23.) 
One of the most interesting develop- 
ments along this line was the recent re- 
port of a special commission in Maryland 
to study a revision of the Maryland com- 
mission law. For years there has been 
agitation to do away with the “fair value” 
doctrine in determining a rate base for 
Maryland utilities. Bills to restore the 
“original cost” rate base have appeared in 
the past few sessions of the legislature. 
But this time a special committee is rec- 
ommending a conservative compromise of 
views on this issue, allowing the commis- 
sion‘to use its discretion in recognizing 
replacement cost. Another fight along these 


JANUARY 6, 1955 


lines is expected in Ohio, traditional 
stronghold of reproduction cost. 

There will be no letup in the size or im- 
portance of public utility rate cases at 
the state commission level. The biggest of 
them all—the $68,850,000 rate increase 
proposed by the New York Telephone 
Company—is already moving through the 
courts of the Empire state. Unanimously 
turned down by the New York commis- 
sion without any relief whatever, the com- 
pany is calling for a showdown on such 
fundamental questions as the use of re- 
placement cost evidence and the commis- 
sion’s traditional adherence to an original 
cost rate base. The court of appeals of 
New York has not been called upon in 
recent years to consider this perennial 
regulatory hickory nut. In the light of 
continued inflation and changed economic 
circumstances, there may be a surprising 
development here. 


Federal Regulation 


HE Federal Power Commission has 

no choice except to plow ahead with 

its difficult task of setting up gas producer 
controls in the light of the Phillips Pe- 
troleum Company decision. Congress de- 
nied the commission an extra appropria- 
tion of $300,000 to do this job at the last 
session. But it will have to come across 
with some more money for the FPC un- 
less it should decide to overrule the Phil- 
lips decision by exempting the gas pro- 
ducers from the Natural Gas Act. As al- 
ready indicated, this writer does not be- 
lieve that such a bill will be finally enacted. 
The FPC has another hot potato in the 
form of the application of the Idaho Pow- 
er Company for a license to build hydro 
dams on the Snake river in the Hell’s Can- 
yon region. Here again Congress could 
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Predictions of Events for 1955 


(Here is a summary of the things likely to occur in Washington of 
special concern to the public utility industry.) 


. No federal gas legislation. The new Congress faces a dingdong battle by powerful forces 


from the gas-producing states to amend the Natural Gas Act so as to exempt producers 
and gatherers from FPC regulation. This would in effect be a “repeal” of the Phillips decision 
by the U. S. Supreme Court. The result will be close; but the political appeal of the con- 
sumer seems a little too strong. 


. Appropriations. The administration will seek about the same amount of money for federal 


power constructions and loans by Interior Department and REA, respectively. As happened 
last year, Congress will raise the REA ante, with accent on telephone loans. 


. Dixon-Yates controversy. The Democratic majority is certain to seek a cancellation of the 


controversial Dixon-Yates power contract, but it will be mostly sound effect. Assuming that 
it gets cleared by the SEC before the February 15th deadline, the contract will stick. 


Taxes. Congress will allow the automatic drop in the corporate income tax to take place 
without an extension expected to be sought by the administration. The April 1st expiration 
of some wartime excise taxes will not affect telephone bills and calls or passenger fares, 
now under a 10 per cent ceiling. 


. State legislation and regulation. Although 44 state legislatures will meet in regular session 


this year, no drastic change in state regulatory laws is foreseen. But rate case activity and 
court appeals will go on unabated. The big New York Telephone Company rate case ap- 
peal should get the spotlight. 


. Federal power developments. Bills will be introduced but Congress will not pass any new 


authority bills or projects, such as the proposed high federal dam at Hell’s Canyon. Nor 
will Congress approve the proposed sale of Central Valley to California. There is a good 
chances that progress will be made on an agreement for the John Day dam. But the Upper 
Colorado program will remain snarled. 


Reports to Congress. The Hoover Commission report on government in business should 
lend support to a move to place federal power operations on a more self-sustaining basis. 
We can expect the Secretary of Commerce’s report in favor of utilities sharing highway 
funds to take care of relocation expense. But Congress may not follow through. 


Telephone industry problems. The telephone industry’s complications over microwave com- 
petition will continue through the year, with more attention from the FCC. But labor may 
give the industry its biggest headache. Small companies will feel the burden of an expected 
rise in a minimum hourly wage (from 75 cents to $1) and there will be more increased 
wage demands from unions in the spring. 


. Atomic developments. The AEC will make progress on setting up the mechanics for nuclear 


reactor licenses. The paper and organization work for establishing the licensing regulations 
will take up most of the year. 


St. Lawrence-Niagara legislation. Although a majority of the House, which passed the 5- 
company Niagara power bill, was re-elected, public ownership sentiment in the Senate may 
again snag this legislation. Temptation will be to pass the buck to the FPC. The new 
Harriman administration in New York state will not be able to interfere with the setup of 
the state power commission handling the St. Lawrence development. 
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conceivably take things in its own hands 
by passing a bill, sure to be introduced, 
authorizing a single high federal dam at 
Hell’s Canyon as desired by the public 
power bloc. But it must be recalled that 
the two previous Democratic Congresses 
refused to pass such legislation. If this 
one happened to do so, it would have to 
face the possibility of a White House veto. 
That probably means that the FPC will 
have to go through with its responsibility 
of deciding the Idaho Power Company’s 
license application. The educated guessing 
in Washington is that FPC Examiner 
Costello, who patiently conducted the 
long-drawn-out hearings, will recommend 
granting the license and that the commis- 
sion will agree—perhaps with some con- 
ditions or reservations as to a construction 
timetable. 


a another difficult situation may be 

dumped into the FPC’s lap if Congress 
decides to pass the buck on the contro- 
versial Niagara power authority bill. In 
the 83rd Congress the Republican House 
overwhelming approved the so-called 5- 
company bill to permit private companies 
to develop the Niagara. A 3-way split de- 
veloped in the Senate committee, how- 
ever, among supporters of the House bill, 
supporters of retiring Governor Dewey’s 
plan to turn the license over to the New 
York State Power Authority, and the 
supporters of the old Lehman-Roosevelt 
Bill for federal development. 

There is not much chance for the Leh- 
man-Roosevelt Bill, and there is plenty of 
sentiment in the House for the old 5-com- 
pany, “private enterprise” legislation. In 
fact, a majority of the Congressmen who 
voted for the bill in 1953 have been re- 
elected on both sides of the aisle. But even 
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if the House were to approve the 5-com- 
pany bill again — which is quite likely — 
the same old stalemate looms in the Sen- 
ate. There the public power bloc, re- 
enforced with newly elected Democrats, 
Neuberger (Oregon) and O’Mahoney 
(Wyoming), are in a position to talk any 
private enterprise bill down even if they 
do not have the votes to block it. So, the 
alternative of no legislation at all might 
be Senator Case’s (Republican, South 
Dakota) “easy out” bill, turning the entire 
headache over to the FPC. This whole sit- 
uation is so complicated, that the chances 
of no legislation at all seem as good as any 
other bet. 


Federal Power Development 


} Congressmen from the Upper 
Colorado states have been doing a lot 
of talking about getting federal legislation 
passed to put their ambitious multipurpose 
project on the statute books. But the old 
rivalry between the Upper Colorado and 
the Lower Colorado states still persists. 
Objective observers saw the handwrit- 
ing on the wall during the closing days of 
the last session of Congress when a bi- 
partisan coalition of eastern Congressmen 
and Lower Colorado state members 
blocked any chance for final action on this 
bill. Such bills to authorize a billion-dollar 
dam construction program with irrigation 
features were reported in both the House 
and Senate, but failed to get floor action. 
With the re-enforcement of the public 
power bloc in the Senate, already men- 
tioned, we can expect more talk but no 
final action on the perennial Columbia Val- 
ley Authority bill. Re-elected Senator 
Murray (Democrat, Montana), who has 
sponsored a number of such “authority” 
bills in the past, is likely to combine with 
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A Busy Year for the AEC 


~—>= at the Atomic Energy Commission ... the year 1955 promises 

to be an active one in setting up the administrative machinery pro- 
vided by the newly amended Atomic Energy Act. The AEC will probably 
take the best part of the year to work out the necessary rules and regulations 
governing applications and issuance of licenses. There will be much organ- 
ization activity among industry groups seeking to participate in the atomic 
energy development program as licensees or as contractors with the AEC. 
Various ‘study groups,’ composed of utility companies and allied manu- 
facturing and research organizations, are busy working up programs which 
one day will blossom into a series of atomic power plants throughout the 


country.” 











Senators Magnuson and Jackson of Wash- 
ington and Neuberger and Morse of 
Oregon. 

But it has been a little-noticed develop- 
ment of sentiment in Congress more crit- 
ical of the enactment of such strictly re- 
gional benefit projects at the expense of 
the over-all federal taxpayer. This ob- 
server looks, therefore, to see no new 
project authorizations by Congress, with 
the possible exception of preliminary 
partnership arrangements for the John 
Day dam on the Upper Columbia, in which 
utility companies as well as public power 
and irrigation interests are joining forces. 
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This over-all development has already 
been authorized. 


Reports to Congress 


F .. ienee task force of the Hoover 
Commission, headed by Admiral Ben 
Moreell, spent a good deal of time in hear- 
ings in 1954 on the subject of the govern- 
ment in business, specifically the govern- 
ment in the power business. Both the task 
force report and the over-all Hoover 
Commission recommendation to Congress 
should contain some eye-opening com- 
mentary on this subject, when they are 
made public early in the New Year. 
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Among other positive and constructive 
reforms likely to be recommended is a re- 
examination of federal power production 
costs. For many years, not only privately 
owned electric utilities but others as well 
have criticized federal power operations 
on the basis of loose fiscal practices, hid- 
den subsidies, etc. Out of such an investi- 
gation by Congress or the administrative 
agencies, may develop a movement to put 
federal power production and sale on a 
more self-sustaining basis. It might even 
mean a substantial increase in the cost of 
federal power. This would doubtless make 
the public power bloc howl. But it is one 
of those overdue things which seem des- 
tined to come up during the coming year. 


Telephone Industry Problems 


g™ another report to Congress early 
in the New Year should be of special 
interest to all lines of utilities, whether 
publicly or privately owned and operated. 
That is the report which Congress at the 
last session directed the Secretary of Com- 
merce to make on whether it is an ad- 
visable thing to let federal-aid funds for 
highway construction be diverted to de- 
fraying part of the expense of relocating 
public utility facilities. This is going to be 
a really important item, in the light of 
President Eisenhower’s proposal for a $50 
billion new highway program over a 10- 
year period. 

Telephone companies in particular are 
finding that their pole lines and other fa- 
cilities will be crisscrossed, time and again, 
when such a new highway program gets 
under way. Electric power lines, gas, wa- 
ter, and sewage mains will also have to be 
shifted around. But proportionately, be- 
cause telephone lines are so much more 
numerous in the backwoods country not 
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already covered by good, hard highways, 
the telephone companies, particularly the 
smaller companies, are going to find relo- 
cation expense running into big money. 
Heretofore the policy has been to give 
only the railroads some assistance in re- 
locating track or other facilities due to 
highway construction. The American Au- 
tomobile Association, some elements of 
the American Municipal Association, and 
tourist industries have formed a powerful 
defense against the suggestion that any of 
the federal-aid dollars should be diverted 
to assist the public utilities in relocation 
expenses. In other words, the highway- 
tourist bloc would like to see the utilities 
continue to carry the load of relocation at 
their own expense. And that means put- 
ting it on the bills of the utility consumers. 


—- in which both publicly and 
privately owned electric utilities, as 
well as gas, telephone, and water com- 
panies co-operated, has now been com- 
pleted. It is believed that the Secretary has 
ample basis for reporting to the new Con- 
gress that some of the federal highway 
funds should be shared with utilities for 
relocation expense. But the opposition has 
plenty of influence and the decision will be 
a close one. This writer thinks that, as of 
this writing, the chances favor the opposi- 
tion. 

Here’s another problem for the New 
Year. The smaller independent telephone 
companies have for some time been op- 
posed to an increase in the minimum hour- 
ly wage under the Fair Labor Standards 
Act. Some of these companies feel they 
cannot afford such a boost in their operat- 
ing expenses. But the Eisenhower admin- 
istration is informally pledged to seek an 
increase. Secretary of Labor Mitchell 


ell 
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will probably recommend a boost from the 
present 75 cents an hour to $1 an hour. 
It is hard to see Congress turning down 
such a politically popular recommendation. 

In other respects, the year 1955 might 
bring labor difficulties to the communica- 
tions utilities. In some areas storm sig- 
nals are already flying on wage increase 
demands, while hard-pressed manage- 
ment, unable to get rate increases big 
enough or quickly enough, may have to 
resist. 

In the field of technical operations, 
microwave competition from other indus- 
tries, as well as public agencies, promises 
to be a headache for the telephone com- 
panies. Only recently the American Gas 
Association issued a critical statement 
about telephone companies seeking to take 
over available radio frequencies for tele- 
phone system operations which otherwise 
should be used by gas utilities for their 
own intersystem communication facilities. 
The state of California has pending before 
the FCC applications for a state-owned 
microwave system, to fill the state govern- 
ment’s own communication needs. The 
telephone industry along with the FCC 
may be able to get this all worked out in 
1955. But it will take some doing. 


Atomic Development 
|. gen the hectic fight in the 83rd Con- 
gress to amend the Atomic Energy 
Act, the year 1955 should be more 
quiet as far as congressional developments 


are concerned. True, some of the Demo- 
crats who filibustered and later cam- 
paigned over amendments authorizing pri- 
vate companies to get reactor licenses will 
introduce bills and make speeches about 
more allegedly necessary changes in the 
law. But here again the administration 
control and the even balance in Congress 
should serve as an effective damper on any 
such legislation being enacted. 


C= at the Atomic Energy Commission, 
however, the year 1955 promises to 
be an active one in setting up the adminis- 
trative machinery provided by the newly 
amended Atomic Energy Act. The AEC 
will probably take the best part of the year 
to work out the necessary rules and regu- 
lations governing applications and issu- 
ance of licenses. There will be much or- 
ganization activity among industry groups 
seeking to participate in the atomic energy 
development program as licensees or as 
contractors with the AEC. Various “study 
groups,” composed of utility companies 
and allied manufacturing and research or- 
ganizations, are busy working up pro- 
grams which one day will blossom into a 
series of atomic power plants throughout 
the country. With the legal foundation al- 
ready on the statute books, the AEC and 
the affected industries are likely to be very 
busy during this formative stage of re- 
search and planning for the coming attrac- 
tion—an era of peaceful utilization of 
atomic fission. 





q “In this country the mechanics work, the farmers work, the 
businessmen work, the professional men work, and even the 


millionaires work.” 


—WILLIAM RANDOLPH HEAarsrT, 


Late publisher. 
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Who Is the Utility Stockholder? 


Who is a typical utility stockholder—if there is such a person? Is 

he a well-heeled individual who lives ina New York penthouse or in 

some other eastern metropolis, caring little about local operations 

in which he has invested? How many stockholders are there and 

what do they do beside hold stock? These and other interesting 

answers to a generally overlooked topic have been the product of a 
searching analysis by this author. 


By OWEN ELY* 


URING the 1920’s many utility com- 
panies were greatly interested in 
obtaining as many local stock- 

holders as possible because they hoped to 
enroll their support in regulatory or po- 
litical issues. Thus a number of utility 
companies initiated campaigns to sell se- 
curities (particularly common stocks) to 
their own customers. While this method 
went out of style during the 1930’s and 
has never been revived to any great ex- 
tent, nevertheless, the utilities are still 
deeply interested in the question as to 
where their stockholders are located. It is 





*Financial editor, Pusiic UTILITIES ForTNIGHT- 
ty. For additional note, see “Pages with the 
Editors.” 

1In a few cases during the postwar period pri- 
ority h4s been given to local brokers and/or local 
investors in the sale of common stocks by utility 
companies. 
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desirable to have a substantial proportion 
in the area served or the state where op- 
erations are conducted, since the interests 
of local stockholders seem more apt to 
gain recognition by state regulatory agen- 
cies than those of foreign stockholders. 
Many utility companies publish frag- 
mentary statistics analyzing their stock- 
holder lists, by average size of holdings, 
geographical location, or the character of 
the holder (individual man or woman, 
institution, broker, bank nominee, etc. ). 
Others doubtless have the information 
available for their executives. However, 
the published data lack uniformity and do 
not give a broad enough picture for the 
entire industry. Accordingly, in order to 
study the characteristics of the average 
utility stockholder, a questionnaire was 


WHO IS THE UTILITY STOCKHOLDER? 


sent to 92 electric utility companies, 28 gas 
companies, and four telephone companies. 
The 93 returns received furnish the basis 
for the following statistical study. 


HE first question related to the loca- 

tion of stockholders, and a tabulation 
of the returns resulted in the following 
average percentages, which indicate the 
proportion of total shares held (not the 
number of stockholders) in each area: 


The state or states in which the company 





or its subsidiaries do business ........ 33% 
Adjacent or near-by states ............. 16 
OCF ES a aids oho bce ROE ees 50 
22 71, | ERS AA Coty oO SR tire ae earn ct 1 

100% 


There was, however, a wide variation 
in the allocations as reported by individual 
companies, as shown in the table on pages 
20 and 21. It is especially interesting to 
note that some of the integrated holding 
companies have only a small proportion of 
stock in their “home states.” Thus Ameri- 
can Gas & Electric reported only 5 per cent, 
Central & South West 5 per cent, Middle 
South Utilities 2 per cent, Southern Com- 
pany 12 per cent, and West Penn Electric 
21 per cent. However, the financial char- 
acter of the area served probably has much 
to do with this since General Public Utili- 
ties, operating in New Jersey and Penn- 
sylvania, reports 58 per cent, and New 
England Gas & Electric and New Eng- 
land Electric System report 41 per cent 
and 49 per cent, respectively. 

A great deal also seems to depend on 
the population rank of the state involved. 
Thus, Pacific Gas and Electric in Califor- 
nia reported 53 per cent held in that state, 
and Consolidated Edison of New York 56 
per cent. On the other hand, Central Ver- 
mont Public Service showed only 8 per 


cent and Delaware Power & Light 12 per 
cent. Some companies are fortunate in 
having a huge institutional market for 
their stock directly at their door, so to 
speak. Thus 89 per cent of Connecticut 
Power stock is held locally, 70 per cent of 
Connecticut Light & Power’s, and 80 per 
cent of Central Hudson’s. 


_ the size of the average util- 

ity holding, the results worked out 
as follows, based on the questionnaire re- 
turns (not weighted for size of company) : 


PleGtetc: tt HHeS) ..55.c kd. cscs ccs 149 shares 
Gaantiities hock eek ease hee ane < 166 
Telephone companies ............. pos 


The figures in some instances seemed to 
be affected by the popularity of the stock 
from an institutional or trust standpoint.® 
Thus American Gas & Electric’s common 
stock was held by 268 institutions and the 
average holding was 346 shares. Vice 
President Cook remarked that “the size of 
this average holding is undoubtedly influ- 
enced by the fact that large amounts of 
the company’s shares are held by a few 
nominee record holders for many bene- 
ficial holders.” 

The price level of the utility stock may 
also be an important factor in the average 
size of holdings. Thus American Tele- 
phone and Telegraph has an average 
holding of only 33 shares while General 
Telephone, selling only about one-fifth as 
high, has an average of 98; Rochester 
Telephone, selling at a still lower price 
level, has 134. Peoples Gas Light & Coke, a 
high-priced issue, has an average holding 
of 77. 

Of course, the average share hold- 





2 The number of institutional holders of any listed 
utility stock is obtainable from the monthly publica- 
tion Data Digests. 
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ing will be larger where there is concen- 
trated ownership of large blocks, but in 
general this is not characteristic of the 
utility industry. 


— companies have prepared special 

data on average size of holdings, and 
more uniform publication of such statis- 
tics would be of value not only to the in- 
dividual companies, but to the industry in 
general, as an aid in policy formation, pub- 
lic relations, regulation, etc.? Thus United 
Gas Corporation in its 1953 report tabu- 
lated the number of holders by states, and 
also by size of holdings as follows: 





Number of Number of 
Shares Held Stockholders 
LO RS Ra eg ae alee 13,784 
SR ere lc ou oat an 14,182 
Lil cy SER eee eater pee 5,634 
Sl Sa Sane ae eer rene 11,165 
SO MIO MMORE:  Sndcnwic cnwocendcwoses 2,261 
BW re eke Geko secre sc Sele 47,026 


It also analyzed the list by type of holders 
as follows: 


8 See the comprehensive and valuable study by 
Professor W. L. Crum, “Analysis of Stock Owner- 
ship,” in the Harvard Business Review of May- 
June, 1953. This included a detailed historical study 
of the size of stockholdings in Consolidated Natural 
Gas, whose stock was originally distributed to share- 
holders of Standard Oil Company of New Jersey. 


% of % of 


% of 


€ 


Individuals—Men .............006. 20,727 
Individuals—Women .............. 19,009 
Individuals—Joint Tenants ........ 3,306 
Other Stockholders—Trustees, Guard- 
ians, and Estates; Insurance Com- 
panies; Brokers and Nominees; 
Investment Trusts; Companies, 
Corporations, and Banks; Founda- 
tions, Colleges, and Philanthropic 
REMAN oo soso ss 6ss sve shone 3,984 
NINN 8a es core stainless is Meanie Swe ee 47,026 


Data presented in Idaho Power Com- 
pany’s 1953 report to stockholders indicat- 
ed that no stockholder owned more than 
2 per cent of the voting stock, and that 
women stockholders substantially outnum- 
bered men. About 7 per cent were institu- 
tional owners, including 90 insurance 
companies, 82 hospitals, welfare, and 
charitable organizations, 37 civic and fra- 
ternal organizations, 32 churches and re- 
ligious groups, 26 colleges and other edu- 
cational institutions, and 15 employee pen- 
sions trusts. Montana Power also pre- 
sented charts and statistics in its report 
showing the geographical distribution of 
stockholders. 


Seow Urtiuities ComMPANy on pages 
24 and 25 of the 1953 report to stock- 
holders presented chart data showing the 
distribution of stockholders, average size 


% of % of 


% of 


1st 2nd 3rd % of Ist 2nd 3rd % of 
Choice Choice Choice Total Choice Choice Choice Total 
Votes Votes Votes Mentions Votes Votes Votes Mentions 
3% — — 4% 5% (a) Company’s annual reports 4% 4% 14% 9% 
— — -—- 1 (b) Company’s annual report 
advertisements — —_ 1% 1% 
5% 4% 3% 6%  (c) Brokers’ memoranda 2% 1% 1% 3% 
9% 25% 21% 16% (d) Company’s stock dividend 
policy 20% 30% 21% 23% 
60% 8% 11% 29% (e) Advice or recommendation 
of broker, investment coun- 
selor, friend, or others 
(please specify) 20% 8% 6% 12% 
9% 32% 20% 17% (f) Company’s earnings record 39% 28% 15% 26% 
1% 4% 1% 3% (g) Write-up of company in fi- 
nancial statistical services — 1% 1% 3% 
1% 24% 32% 15% (h) Company’s diversification 4% 24% 37% 18% 
12% 3% 8% 8% (i) Other (please specify) 11% 4% 4% 5% 
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of holdings, and 1953 trading activity in 
the stock. The replies to a poll of stock- 
holders were summarized, giving answers 
to the following three questions: (1) Do 
the annual reports contain too much in- 
formation? (Replies were 81 per cent No, 
10 per cent Yes, and 9 per cent no answer. ) 
(2) Which of the following factors most 
influenced your decision to become a stock- 
holder? and (3) Which influenced your 
decision to remain a stockholder? The re- 
plies to the last two questions are shown in 
the accompanying table, page 16. 

For many years American Telephone 
and Telegraph has mantained comprehen- 
sive data, relating to share owners, which 
have been analyzed to determine significant 
changes in composition or trends. Dur- 
ing the postwar period the company has 
financed its great construction program in 
large part through the issuance of con- 
vertible debentures. The new stock issued 
through conversions, which has doubled 
the total shares outstanding, has been 
taken to a great extent by share owners 
added to the stock list since 1945. Many 
of these newer share owners, as well as a 
number of those who have held stock for 
longer periods, have increased their hold- 
ings through successive conversion. The 
company at the end of 1953 had over one 
and a quarter-million shareholders, or 
nearly three times as many as the runner- 
up, General Motors, and over four times 
as many as Standard Oil of New Jersey. 
(See chart on page 18.) 

The number of owners of AT&T stock 
has increased more rapidly since 1945 
than the owners of the four companies 
with the next largest stock lists, despite 
the fact that three of these companies split 
their stock during this period. Evidently 
AT&T did not have to split its shares. 


| peat Gas AND ELEcTRIC COMPANY 

has the largest number of stockholders 
of any electric-gas utility, 207,083 as of 
December 31, 1953. Consolidated Edison 
and Commonwealth Edison, also among 
the largest electric utility companies, had 
135,000 and 127,000 stockholders, respec- 
tively. American Telephone and Tele- 
graph’s accomplishment in obtaining new 
shareholders is even more interesting if it 
is understood that since 1945 at least two 
new owners have been needed for a net 
gain of one. Of course the telephone com- 
pany has sold stock to a large number of 
employees, and a substantial number of 
new accounts have been obtained through 
conversion of debentures, but most new 
owners acquired their stock initially 
through market purchase, starting with 
10 shares or less. In the case of tele- 
phone the stock seems particularly attrac- 
tive to women, who in 1953 held about 16,- 
000,000 shares compared with only 10,- 
000,000 owned by men, about 8,000,000 
held by trustees, institutions, etc., and 
about an equal amount in joint accounts of 
individuals. The geographical distribu- 
tion of American Telephone and Tele- 
graph shareholders (by 1,000 population) 
is shown in the chart on page 18; the 
stock is most popular in New York, New 
England, New Jersey, Delaware, and 
Illinois. 


eww questionnaire did not query the ex- 

tent to which the utility companies are 
seeking to place stock with their em- 
ployees. In recent years there has been 
an increasing trend toward giving em- 
ployees subscription rights, sometimes for 
stock unsubscribed by stockholders and 
sometimes for a special block of shares al- 
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lotted for this purpose. In a few cases, 
notably American Telephone and Tele- 
graph, special employees’ stock purchase 
plans have been set up, with the price 
fixed below the market. Detroit Edison is 
one of the electric utilities which set up a 
plan in 1953, the company purchasing its 
own stock in the open market to fill em- 
ployee subscriptions for purchase at cost, 
through payroll deductions. 


| gesenecnin our question as to whether 
the average utility company considers 
the number of its common stockholders too 
large or too small, the replies indicated 
that only about 7 per cent of the com- 
panies considered the number too large, 
and only 9 per cent thought the list too 
small. However, with respect to the ques- 
tion whether more stockholders were de- 
sired in the company’s home state, the 
answers were almost evenly divided. 
About half the utilities seemed anxious to 
increase the number of local stockholders, 
possibly with the thought that this would 
strengthen their regulatory position. 
Regarding the question whether the 
utility was incorporated in a “foreign” 
state, 27 per cent replied that their cor- 
porate headquarters were in states other 
than those in which they did business. 
However, none of these utilities seemed 
specially concerned over this fact. Detroit 
Edison, which is incorporated in New 
York state, has considered a proposal 
made by stockholders to reincorporate in 
Michigan. The company originally capi- 
talized outside the state because the Mich- 
igan corporation law did not permit ade- 
quate capitalization. While this has now 
been changed, succeeding boards of direc- 
tors “have not seen any advantage com- 


mensurate with the very substantial ex- 


19 


pense attendant on reincorporation.”” The 
company is planning to hold information 
meetings for stockholders in Detroit, and 
directors’ meetings are sometimes held in 
the city. 


. question of geographical location 

of stockholders is ordinarily not of 
great importance from the point of view 
of national politics, but in the case of 
Idaho Power Company this has proved to 
be the case. In the dispute over the Hell’s 
Canyon development, Senator Morse and 
other public power proponents have made 
quite an issue over the fact that the com- 
pany is incorporated in Maine. Senator 
Kefauver, in preparing a talk on “Public 
versus Private Power” before the Interna- 
tional Platform Association in Washing- 
ton on January 4, 1954, stated: 


Secretary McKay tried to justify his 
position by talking about letting the lo- 
cal people do the job. By local people, 
he obviously meant the Idaho Power 
Company—a New England concern, 
headquartered in Maine, having few if 
any stockholders west of the Hudson 
river. 


President Roach of Idaho Power wrote 
the Senator, pointing out that 40 per cent 
of the company’s share owners lived in the 
states of Idaho and Oregon, the majority 
being customers of the company; also, that 
over half the employees were stockholders. 
Only 15 per cent of the stock was held in 
New England and 10 per cent in the mid- 
Atlantic states. The corporate voting 
power of the Idaho share owners was al- 
most double that of stockholders in any 
other state. Mr. Roach also pointed out 
that all of the company’s directors were 
substantial Idaho and Oregon business, 
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professional, and agricultural men and 
that all the officers were residents of the 
service area. It would cost over $300,000 
to change the corporate domicile from the 
state of Maine, and stockholders have not 
suggested this be done, he pointed out. 


” reply to the final question, regarding 
the listing of utility stocks, the replies 
indicated that 80 per cent were listed on 


Average 
No. of 
Shares 

Held 


Arizona Pub. Ser. .......... 159 
Adianiic City Bec. 23.52.26 82 


American Gas & Elec. ....... 346(c) 
Babton TigisOn. ...6 5200000000 91 
Central Maine Power ........ 124 
California Elec. Power ...... 180 
Columbus & So. Ohio EI. .... 141 


Connecticut Power .......... 56 


Central Vermont P.S. ....... 114 
Central Hudson G.&E. ...... 221 
Central & South West ...... 246 
Citizens Utilities ........... 225 
Consumers Power .......... 140 
Consolidated Edison ......... 101 
Consolidated Gas Balt. ....... 193 
Cleve. Elec. Illum. .......... 117 
Gentral Tilinois PS. ........ 100 


CS a 2S es 89 


ore LBS 6 | 110 
Commonwealth Edison ...... 113 
Gonnecticut L. & P. ......... 151 
Cincinnati G. & E. .......... 263 
Delaware PDE LL. 2... 22... 78 
Lo > See 152 
ee ig 2 149 
Duquesne Light ...........- 205 
oS Cee 169 
Florida Power Corp. ........ 132 
Gulf States Uals, .......... 350 
General Pub. Utils. .:....... 138(c) 
OS - ee 153 
Endianapols P.& L. .......- 154 
Interstate Power ........... 155 
LO A 2 re 166 
Iowa-Illinois G. & E. ....... 165 
lo OGL” ee 191 
LCOS, CO 2) aa re 101 
Kansas (ity P2@-L. ........ 210 
Kansas Power & Lt. ........ 92 
Kentucky Utilities .......... 109 
Lousvile G. & FE. .......... 111 
‘ Minmesnta P. & 1............. 147 
Montana Power ............ 97 
Middle South Utilities ....... 250 
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the New York Stock Exchange, 4 per cent 
on the American Stock Exchange, and 16 
per cent were over-counter or listed on 
out-of-town exchanges. In general, the 
companies with over-counter stocks ap- 
peared to be satisfied with their unlisted 
status, although Southwestern Public 
Service has since listed its stock on the 
New York Stock Exchange. Arizona 
Public Service stated that it had no plans 





e 
Percentage of Common Shares Held in 
States in 
Which Co. Adjacent 
Or Subs.Do Or Near-by Other Foreign 
Business States States Countries 
25 26 49 — 
44 39 17 a= 
5 17 ff 1 
45 19 35 1 
28 24 48 — 
28 2 70 — 
27 8 64 1 
89 7 4 — 
8 57 35 a 
80 9 11 — 
5 > 95 ae 
23 42 35 ce 
fA | 7 71 1 
56 12 31 1 
32 f 59 Z 
14 4 81 1 
49 7 43 1 
70 16 14 _ 
21 1 77 1 
12 32 55 1 
22 9 68 1 
62 “ 30 1 
32 42 25 1 
44 38 17 1 
15 4 80 1 
19 ss 81 _— 
58 * 41 1 
33 29 38 as 
20 23 if —- 
12 17 70 1 
15 11 74 — 
5 11 83 1 
32 13 55 — 
16 14 70 “= 
15 20 64 1 
25 26 49 == 
49 7 43 7 
12 2 85 1 
11 7 81 1 
2 3 94 1 
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Average 
(Continued) No. of 

Shares 

Held 
Niagara Mohawk Pr. ....... 125 
NGO ASSO — oa s-a0 0500s owes 75 
New England G. & E........ 117 
New York State E.&G..... 192 
New England Elec. System . 184 
Oklahoma G: G BE. on. ces 254 
Northern States Power ..... 204 
Otter Tail Powe? ........665. 123 
Northern Indiana P.S. ...... 112 
Pacific Gas & Electric ....... 126 
Public Service E. & G. ..... 104 
P: S,0f Colorado 6... .6.6.06a 247 
P. S. of New Hampshire .... 94 
Lew ag) G le. 169 
Portland Gen. Elec. ........ 87 
Potomac Elec. Power ...... 127 
Philadelphia Elec. .......... 131 
Pacine PORE Ln oc cade save 141 
Pennsyivania Po@ 1: ...34: 93 
rochester G. G Be .c.scccscs 94 
Geter COs osécs< ocs0 004% < 145 
Soe: Indiana Gi @ Bi. cccccss 135 
Southwestern P. S. ......... 195 
So. California Edison ....... 104 
South Carolina E. & G. ..... 104 
San Diese G. & EB. ....6cccss 150 
"TOlEGO: FEGISON: .ocis:ee sccees es 62 
LU cc ae Cee 133 
ASEM d Be CEES os ccbivic cose 246 
Winton PIECHHIC .c.o.00cce ese — 
West Penn Electric ......... 165 
WECONEI Er sGlrias, ésisc0 sees 98 
Wasconsin Blee, Pr: ...66 5. 119 
MVAGCOMSY FE. Ss: css sSace es 5% 195 
Wash. Water Power ........ ity 

Gas Utilities 
Ark: louisiana Gas ......... 105 
Alabama Gas ..uccesessicas 70 
Brooklyn Union Gas ....... 244 
Consolidated Nat. Gas ...... 65 
Caeriinbia GAS! oceccesscsac en 194 
Rene Stat Gas osc. .sccscess _- 
Minneapolis Gas Co. ........ 165 
National Fuel Gas .......... 254 
Northern Natural Gas ...... 199 
Panhandle Eastern P. L. .... _- 
Peoples: Gas L. & Co. ...650 77 
Pace (ARNE 4.66.06 566%8 167 
Southern Union Gas ........ 250 
Southern Natural Gas ...... 236 
Tennesse: Gas Trans. ...... 187 
ORAS GAS LEADS, occ sicceses 200 
‘eranscont: Gas ©. bo. ccs aces 185 
United Gas Improve. ....... 42 
Wnrted Gas Got, «66666008 238+ 
Washington Gas Light ..... 112 
Telephone Cos. 

American Tel. & Tel. ....... 32 
General Telephone ......... 98 
Peninsula Telephone ........ 197 
Rochester Telephone ....... 134 





Percentage of Common Shares Held in 


States in 
Which Co. Adjacent 
OrSubs.Do Or Near-by 
Business States 

45 30 
20 45 
41 33 
34 34 
49 23 
12 8 
4H 10 
62 5 
14 47 
53 3 
29 - 
14 10 
21 34 
10 20 
29 52 
59 7 
66 20 
15 18 
68 22 
39 24 
12 3 
36 13 
ae iS 
48 1 
72 Be 
16 30 
43 13 
11 7 
21 57 
57 20 
20 9 
22 18 
14 8 

3 iS 
74 15 
40 * 
70 15 
10 Fe 
68 4 
11 6 
38 3 
64 1 
30 10 
64 8 
13 29 
59 * 

3 2 
59 8 
69 11 
25 10 
59 21 


21 


Other 
States 


19 
64 
20 


*Included in other states. +Excluding Bond and Share. (c) See questionnaire. 





Foreign 
Countries 
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to list its stock—as over-counter brokers 
were doing a good job of promoting local 
sales. Connecticut Power reported that 
“in Connecticut the local over-counter 
brokers are doing a fine job for the local 
utility companies,’ and Connecticut Light 
& Power expressed the same sentiment. 
Central Vermont Public Service comment- 
ed, “believe better secondary distribution 
job can be done in unlisted market.” Kan- 
sas Gas & Electric said, “We do feel that 
the local security dealers have done a very 
good job of creating a market for the stock 
in this territory, as reflected by the per- 
centage of shares owned in the territory, 
and while there are some real advantages 
in having a listed stock, there are cor- 
responding disadvantages, all of which 
have to be carefully weighed.” Kentucky 
Utilities made a similar report. 

Public Service Company of New 
Hampshire wrote: 


We feel that sustained dealer inter- 
est in making markets is of greater im- 
portance to us now and for some time 
into the future than are the benefits to 
be gained by listing. 


Pacific Power & Light commented, “the 


proposal to list our stock has been dis- 
cussed on several occasions, but the board 
of directors has determined that the dis- 
advantages far outweigh the advantages 
at the present time.” 


aoa reason perhaps why the over- 

counter brokers are able to do a good 
job in interesting buyers for utility stocks 
is that their average profit per share is 
usually larger than the commission on a 
listed stock—thus they can afford to make 
a greater selling effort. On the other hand, 
the volume of trading in listed securities is 
probably much greater, and member 
houses are usually larger than the over- 
counter houses and frequently do a great 
deal of publicity on utility stocks which 
they consider attractive. Moreover, stock- 
holders can keep track of the market value 
of their stocks more easily when they are 
listed, and listing may give the issue great- 
er prestige. The question would appear to 
depend somewhat on the extent of the util- 
ity’s need for strong local sponsorship (to 
increase stock holdings in the area served) 
as compared with the desirability of a bet- 
ter trading market and national distribu- 
tion. 





Utility Coal-buying Practices 

6 go Be utilities have gotten into the long-range habit of buying 

coal at less than the cost of production. Further, because of 
their extremely strong buying power they can hold these prices 
down. The buying policies of utilities vary from the extremes of 
one most successful utility which buys coal from us at a fair return 
on a yearly contract basis and simply states that it realizes that 
it has to pay us a price that will keep us in business because 
it wants to do business with us in future years as its own power 
load expands, to the contrast of other utility buyers in both North 
and South who buy on a month-to-month spot basis, bidding one 
coal company against the other and always forcing us to quote the 
lowest prices to get any business.” 
—Davip L. FRANCIS, 
President, Princess Elkhorn Coal Company. 
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Public Utility Regulatory Trends in 


State Capitals 


The year 1955 is another “big biennial” in the state 
capitals. This means the year in which 44 state legisla- 
tures are scheduled to meet in regular session, in addi- 
tion to the usual but unpredictable number of special 
sessions. How important will legislation for different 
public utilities loom in the over-all picture of state law 


making? 


By BETHUNE JONES* 


ROPOSALS dealing with the regulation 

of public utilities will be introduced in 

more than half of the 44 state legisla- 
tures scheduled to convene in regular ses- 
sion this year, according to current indi- 
cations in state capitals throughout the 
country, and the list undoubtedly will be 
broadened further when the 1955 sessions 
get under way. Prospective develop- 
ments on the basis of information thus far 
available, on a state-by-state basis, in- 
clude the following: 





*News analyst, resident in Red Bank, New 


Jersey. 


i) 
&e 


Arkansas 


Legislation to define utility cost items 
allowable as operating expenses for rate- 
making purposes may be introduced in the 
1955 state legislature. 

A resolution proposing a study of pub- 
lic utility rate regulation in other states 
was recently submitted to the state legis- 
lative council by Senator Max Howell of 
Little Rock. 

Noting that there has been some ques- 
tion as to what cost items should be al- 
lowed as operating expenses by the state 
public service commission and the courts 
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which review rate decisions on appeal, the 
study resolution particularly mentioned 
“the cost of public relations, advertising, 
gifts, and kindred expenses.” 

Other bills which may be introduced in 
Arkansas this year include a proposal to 
require utilities to pay the cost of formal 
protests to rate increases they seek from 
the state commission. Such a measure was 
rejected in the 1953 legislature. 


Colorado 


eninge in November approved a 
state constitutional amendment to 
bring all privately owned utilities under 
the jurisdiction of the state public utilities 
commission. 

Intended to eliminate jurisdictional con- 
troversy between “home-rule” municipali- 
ties and the state commission over control 
of utility rates, the proposal was similar 
to one rejected at the 1952 general elec- 
tion. The rejection in that year was attrib- 
uted by advocates to “a cluttered ballot 
and confusion.” 


Idaho 


A move may be revived in Idaho for 
legislation which would empower the 
state to produce and transmit electric 
power and communications. An attempt 
to put such a proposal on the November 
ballot as an initiated act failed to obtain 
sufficient signatures. 

The unsuccessful initiative measure, 
which may reappear this year as a legis- 
lative bill, called for establishment of a 5- 
member state power and communications 
development commission, which would 
be authorized to “generate electric energy 
by water power, fuel, atomic energy, or 
by any other methods, and construct and 
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operate communications systems; to pur- 
chase, exchange, or otherwise acquire elec- 
tric energy and stored and falling water 
for the purpose of generating electric en- 
ergy; and to sell such electric energy at 
wholesale for resale and direct consump- 
tion, to municipal bodies, private agencies, 
and persons, and to furnish such electric 
energy to other agencies of this state.” 

The proposed commission would be 
further authorized to construct, operate, 
and maintain multiple-purpose hydroelec- 
tric projects, and to acquire the property 
of privately owned electric and communi- 
cation utilities “by purchase, condemna- 
tion, or otherwise.” It would be author- 
ized to issue bonds within the limits of the 
state Constitution to finance its undertak- 
ings. 

Towa 


A proposal for the creation of a new 
state public service commission to regulate 
Iowa utilities may be revived in the 1955 
state legislative session. Such a measure 
failed of enactment in 1953 after it had 
been proposed by an interim study com- 
mittee. 

Maryland 


Fars group, set up to revise and re- 
codify Maryland’s public service 
commission laws, has recommended 
changes which would, among other things, 
modify the state’s “fair value’ method 
used in rate making. The group’s pro- 
posed formula for determining a rate base 
for utilities was described as a com- 
promise between the present “fair value” 
method and that of “original cost.” 

The study group, headed by Albert L. 
Sklar, Baltimore attorney, also spelled out 
in its report the general powers of the com- 
mission to prescribe and enforce standards 
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of “safe, adequate, and efficient service” 
for various types of utilities. Adequate 
service would be made an essential element 
in determining rates charged by public 
utilities in Maryland under one of the rec- 
ommendations contained in the report. 

The recommended new rate base proce- 
dure would eliminate from the law the 
term “fair value,” but would allow the 
commission, in determining rate bases, to 
weigh evidence of appreciation and depre- 
ciation due to economic trends, at its dis- 
cretion. Provision for judicial review in 
case of abuses would prevent this discre- 
tion from being arbitrary. A number of 
past moves have been made in Maryland 
to have original cost established as the 
base for rate making, on the ground that 
actual investment in the plant of a utility 
is the proper measure for rate of return, 
and would serve to hold down rates to cus- 
tomers. A bill to that end was unsuccess- 
fully introduced in the legislature last 
year. 

The Sklar group felt, however, that the 
original cost base could work both ways, 
since a utility constructed in times of infla- 
tion could demand higher rates to provide 
a reasonable return on investment. Its rec- 
ommendation stipulates that, “in deter- 


q 


e 


“A REPORT on Ohio utility rate laws will be submitted without 
recommendation to the 1955 state legislature by the state legis- 
lative service commission. The commission, a research arm of 


mining what return is reasonable, the 
commission shall consider the value of 
service rendered to the consumer in the 
light of rates generally for comparable 
service.” 
Massachusetts 

om backed by the state CIO and 

AFL to place consumer representa- 
tives on the state public utilities commis- 
sion will be brought up again at the 1955 
state legislative session despite failures at 
past sessions. 

Another previously unsuccessful pro- 
posal which may be revived calls for ap- 
pointment of a $10,000-a-year “people’s 
counsel” to represent the public in utility 
rate cases. 

Michigan 

Proposals unsuccessfully advocated last 
year by Governor Williams, but which 
may be revived at the 1955 state legislative 
session, call for the enactment of legisla- 
tion to empower the state public service 
commission to consider the quality of serv- 
ice in fixing telephone rates; amend state 
insurance and banking laws to encourage 
investment by financial institutions in in- 
dependent telephone companies; and per- 
mit the creation of telephone authorities 
by subscribers of any exchange. 


the legislature, rejected a proposal that it recommend correc- 
tion ‘by appropriate action’ of the present rate base formula 
which uses ‘reproduction costs new, less depreciation’ in de- 
termination of valuations in public utility rate cases. Governor 
Lausche and others have advocated the adoption of a new for- 
mula providing for a reasonable return upon the ‘fair value’ 
of the property of the utility as determined by reproduction 
cost new, original cost, and other factors.” 
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Such proposed telephone authorities 
would be empowered to acquire property 
by purchase or condemnation and to tssue 
securities to private or public investment 
sources for buying, operating, and main- 
taining adequate telephone facilities. 


Minnesota 


ad this year of legislation 

broadening its intrastate regulatory 
powers to include the fields of power and 
light companies, gas and pipelines, and 
airline traffic has been advocated by the 
state railroad and warehouse commission. 

The agency has suggested that a “self- 
sustaining fee system’ should be set up to 
defray the extra expense for enforcement 
administration of the proposed new laws 
regulating the additional utilities. 

Railroads, truck and bus lines, grain 
weighing, livestock buying, and telephone 
service and charges are currently regulat- 
ed by the Minnesota commission, whose 
activities are being studied by the state 
legislative research committee under terms 
of a 1953 legislative resolution. 

Besides considering measures to broad- 
en the commission’s scope, the 1955 legis- 
lative session also will act on renewed ef- 
forts to make the commission appointive 
rather than elective. Advocates of the lat- 
ter move contend the elective process does 
not always select men technically qualified 
for the work. 


Mississippi 
A FIVE-POINT program designed to 
strengthen the Mississippi Public 
Service Commission was recently submit- 
ted to Governor White by Commission 
Chairman Alton Massey, who requested 
that it be submitted to the state legislature 


for consideration. 
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The proposals were not referred to a 
Mississippi special legislative session 
which convened September 7th, but may 
be taken up by one or more future special 
sessions expected to be called prior to the 
next regular session in 1956. 

Stressing that the recommendations 
were his own and not necessarily those of 
the other two commissioners, Massey 
called for additional experts, pay for pub- 
lic witnesses, authority to execute own 
orders, investigators for tariff violations, 
and advance permission for removal of 
passenger train service. Massey’s ex- 
planation of the proposals included the fol- 
lowing: 

Additional experts: “Utilities who 
come under the regulatory law of Missis- 
sippi are provided with ample advice.” The 
commission is charged with rate making 
and regulatory mandates and cannot com- 
pete with utilities in expert assistants and 
advice. 

Massey requested the legislature pro- 
vide an engineer, accountant, investigator, 
legal counsel, and assistants for them. 

Pay for public witnesses: Though the 
commission is authorized to pay witnesses, 
“there is no appropriation of money avail- 
able to pay the mileage or per diem.” 
Utilities have high-salaried men with ade- 
quate expense accounts. Public witnesses 
must pay their own expenses. 

The result is that many times the com- 
mission is unable to obtain a true picture 
of certain situations. 


meat to execute own orders: Un- 

der state law, the commission’s or- 
der may be appealed to the state supreme 
court. If it is affirmed and the utility re- 
fuses to comply, the commission may ap- 
peal to the state supreme court. 
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Pennsylvania Regulatory Proposals 


“—— previously turned down in the Pennsylvania legislature which 
may be brought up again this year include a proposal to define the 
‘fair value’ of a utility’s holdings in rate cases as original cost, less accrued 
depreciation. Other proposals would permit appeals to the courts from all 
orders of the state public utility commission in rate cases, require utilities 
to give notice to municipalities receiving service before seeking a rate change; 
and require the commission to hold hearings on all voluntary rate increases 
and require issuance of refund script in cases where the increase goes into 
effect pending further hearings.” 





If that is affirmed, “it is assumed that 
the utility must execute the order of the 
commission; however, the law does not 
specifically so state.” 

The double appeal to the supreme court 
results in unjust and undue delay to the 
party entitled to the benefit of the com- 
mission’s order. 

Investigator for tariff violations: Such 
violations result in unfair and illegal com- 
petition against intrastate carriers. “The 
only solution . . . is proper facilities in the 
way of investigators with the authority to 
enforce the laws.” 

Advance permission for removal of pas- 
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senger trains: “It is my impression that 
this action (removal without advance 
permission) violates the spirit of the law. 
It is also in violation of a moral duty that 
the company owes to the general public. 
No business can exist unless it is patron- 
ized by the people. 

“For this public contribution and ex- 
pression, business enterprise in turn owes 
to the public certain courtesies and expres- 
sions of appreciation. 

“Tf they do not extend this element of 
public relations voluntarily, then the state 
of Mississippi should make it mandatory 
that they do so.” 
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With one or two exceptions, the other 
states require advance permission before 
passenger train service can be removed. 


Montana 


hioaaiaong to be revived in Montana this 

year is a previously unsuccessful leg- 
islative proposal to replace the present 
state board of railroad commissioners with 
a new state public service commission, 
whose members would be appointed rather 
than elected. 


Nebraska 


Killed in the Nebraska legislature in 
1953, but likely to be revived at the 1955 
session, is a proposed state constitutional 
amendment providing for the creation of 
a new state public utilities commission, 
composed of appointed members, to re- 
place the present elected state railway 
commission. 


Nevada 


Likely to be proposed again in the Ne- 
vada legislature, although turned down in 
1953, is a proposal to permit utilities to 
put rate increases into effect in advance 
of state public service commission ap- 
proval, by filing a bond to cover possible 
subsequent consumer refunds. 


New Jersey 


A revision of New Jersey’s public utility 
statutes, being drafted by a special state 
legislative commission, is scheduled to 
come up for action this year. A year’s ex- 
tension for completion of the revision 
study was granted by the 1954 legislature. 

Measures previously proposed unsuc- 
cessfully in the New Jersey legislature 
which may be brought up again at the 
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1955 session include a proposal to add two 
members to the present 3-man state public 
utilities commission. Under a previously 
rejected bill, one of the two new commis- 
sioners would be named to represent labor 
interests and the other the viewpoint of 
consumers. 


New Mexico 


Figen legislative interim study com- 

mittee on public utilities has ap- 
proved for submission to the 1955 New 
Mexico legislature a proposed state consti- 
tutional amendment which would em- 
power the legislature to provide for regu- 
lation of public utilities and, if it so decid- 
ed, to create a new single commission to 
administer such regulation. 

New Mexico’s Constitution and statutes 
now place authority for regulating utilities 
within two administrative agencies. The 
elective state corporation commission, set 
up by the state Constitution, now regulates 
transportation and communication utili- 
ties, while the appointive state public serv- 
ice commission deals with power, gas, and 
water utilities. The public service com- 
mission was created by a 1941 legislative 
act. 


North Carolina 


A previously unsuccessful legislative 
proposal which may be revived at the 1955 
session would establish the base used in 
determining public utility rates as the 
original cost of property less allowances 
for depreciation or obsolescence. This 
would replace the procedure of basing 
rates on the reproduction cost of the 
utility’s property. 

Another North Carolina proposal, 
turned down in the past, would require 
utilities to give their customers advance 
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notice of hearings on rate increase appli- 
cations. 


North Dakota 


Speedier decisions by the state public 
service commission may again be sought 
at the 1955 state legislative session. A 
measure of this type turned down by the 
1953 legislature would have required the 
state public service commission to make 
decisions within ninety days on all matters 
submitted to it. 


Ohio 


a= on Ohio utility rate laws will 
be submitted without recommenda- 
tion to the 1955 state legislature by the 
state legislative service commission. 
The commission, a research arm of the 
legislature, rejected a proposal that it 
recommend correction “by appropriate ac- 
tion” of the present rate base formula 
which uses “reproduction costs new, less 
depreciation” in determination of valua- 
tions in public utility rate cases. 
Governor Lausche and others have ad- 
vocated the adoption of a new formula 
providing for a reasonable return upon 
the “fair value” of the property of the 
utility as determined by reproduction cost 
new, original cost, and other factors. 
William B. Saxbe, outgoing speaker of 
the Ohio house of representatives and 


q 
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chairman of the study commission’s re- 
porting subcommittee, asked the commis- 
sion to recommend correction of the for- 
mula. He said facts in the subcommittee’s 
report indicated the need of change. 

Senate Majority Leader C. Stanley 
Mechan, Nelsonville Republican, who 
heads the study commission, contended, 
however, that the commission’s function 
was to obtain facts rather than to make 
recommendations. 


Oregon 


| eaniiancion for an elective rather than ap- 

pointive state public utilities commis- 
sioner may be revived at the 1955 state 
legislative session. An unsuccessful effort 
was made to put such a proposal on the 
general election ballot last year as an 
initiated measure. 


Pennsylvania 


Bills previously turned down in the 
Pennsylvania legislature which may be 
brought up again this year include a pro- 
posal to define the “fair value” of a util- 
ity’s holdings in rate cases as original cost, 
less accrued depreciation. 

Other proposals would permit appeals 
to the courts from all orders of the state 
public utility commission in rate cases; re- 
quire utilities to give notice to municipali- 
ties receiving service before seeking a rate 


“MEaSuRES previously proposed unsuccessfully in the New 
Jersey legislature which may be brought up again at the 1955 
session include a proposal to add two members to the present 


3-man state public utilities commission. Under a previously re- 
jected bill, one of the two new commissioners would be named 
to represent labor interests and the other the viewpoint of con- 


sumers.” 
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change; and require the commission to 
hold hearings on all voluntary rate in- 
creases and require issuance of refund 
script in cases where the increase goes into 
effect pending further hearings. 


Rhode Island 


A new move may be made in the Rhode 
Island legislature this year for the enact- 
ment of legislation to compel utility com- 
panies to pay 45 per cent of the cost of 
operating the state public utilities division. 

After having advocated such legisla- 
tion, Governor Roberts last year vetoed a 
bill of this type because it had been amend- 
ed against his wishes to strip the director 
of the state department of business regu- 
lation of any control over public utilities 
and place full regulatory powers in an ad- 
ministrator within the executive depart- 
ment. 

The governor said the amendment 
would do violence to the state’s adminis- 
trative setup and represented “a stand 
against stringent utility regulation.” The 
state public utilities administrator now op- 
erates as a subordinate of the director of 
the state department of business regula- 
tion. 


South Dakota 


N™ legislation on the procedure for 
fixing public utility rates may be 
sought in South Dakota this year. 

Constitutionality of a present state law 
empowering municipalities to regulate gas 
and electric rates and service was attacked 
in the courts recently by the Central Elec- 
tric & Gas Company in conjunction with 
a Sioux Falls gas rate dispute. 

The company contended the law is “in- 


definite, uncertain, and lacks specific 
standards for use in fixing and determin- 
ing rates.” With the litigation still pending 
at this writing, the company further con- 
tended that new steps are needed by the 
South Dakota legislature to establish the 
procedure for fixing rates of public utili- 
ties. 
Tennessee 


A bill is expected to be introduced in 
the 1955 state legislature, with the back- 
ing of the Tennessee County Highway 
Officials Association, to empower county 
governing bodies to charge telephone and 
other public utility companies for use of 
county road rights of way. 


Texas 


A proposal turned down by the 1953 
Texas legislature, which may be brought 
up again this year, would create a new 
3-member, elected state public utility com- 
mission with statewide regulatory and 
rate-making powers over electric, tele- 
phone, and natural gas utilities. 


Vermont 


A previously unsuccessful proposal for 
election rather than gubernatorial appoint- 
ment of members of the state public serv- 
ice commission may be revived in the 
Vermont legislature this year. 


Wisconsin 


Proposals turned down by the 1953 
Wisconsin legislature, but which may be 
brought up again this year, include a bill 
to replace the present state public service 
commission with a new 5-member agency 
with one member to represent each of the 
following: farmers, small business, labor, 
industry, and the public. 
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Washington and 


the Utilities 


Dixon-Y ates Hearings 

BY the time these lines appear in print, 

the SEC will probably have com- 
pleted its hearings on the controversial 
Dixon-Yates power proposal. The SEC 
is passing on the application of the Missis- 
sippi Valley Generating Company to 
finance its part of the program for build- 
ing a $107,000,000 power plant at West 
Memphis, Arkansas, to supply TVA with 
“replacement power” to replenish the 
TVA distribution system, so that TVA 
can furnish the Atomic Energy Commis- 
sion with power elsewhere. 

In view of the wave of opposition wit- 
nesses mobilized by the chief counsel for 
the opposition, Joseph Volpe, Jr., it is ap- 
parent that the public power critics of the 
Dixon-Yates contract are playing for 
time. In fact, the SEC hearings before 
Christmas were assuming some of the 
characteristics of earlier hearings before 
FPC on the controversial Hell’s Canyon 
dam, which public power proponents man- 
aged to keep going for a year. Their 
strategy apparently is to keep criticism 
boiling until the new Congress has a 
chance to get into the situation by way of 
investigation. An effort along this line is 























the recent letter from Senator Anderson 
(Democrat, New Mexico) to SEC Chair- 
man Ralph H. Demmler. 

Anderson believes he can obtain “sub- 
stantial” modification of the AEC-Dixon- 
Yates agreement, as chairman of the Joint 
Committee on Atomic Energy in the new 
Congress. This would be accomplished 
under the threat of cancellation. Demmler 
was urged to hold up SEC action until the 
congressional Joint Committee could take 
another look at the contract. Chairman 
Demmler said the Senator’s 6-page letter 
would be entered in the SEC’s hearing 
records as a “statement of views.” What- 
ever Senator Anderson may be able to 
press his committee to do (and there is 
considerable skepticism on that score), the 
SEC will probably dispose of its part of 
the case before the contract deadline of 
February 15th. 


A attempt by public power attornevs to 
probe the AEC’s contract with Elec- 
tric Energy, Inc., was halted by Chair- 
man Demmler. The question of whether 
the earlier contract with AEC, covering 
power supply from the Joppa, Illinois, 
plant, was “prudent” had been raised by 
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attorneys opposed to the Dixon-Yates 
contract. SEC Counsel Friedman ob- 
served that the line of questioning put the 
state of Tennessee and TVA power users 
in the “very peculiar position” of appear- 
ing to intervene in behalf of public utility 
stockholders. Opposition attorneys were 
granted the right to cross-examine wit- 
nesses of The Southern Company and Mid- 
dle South Utilities, Inc., on private con- 
versations which led up to public negotia- 
tion of the contract with AEC. Some of 
the SEC procedural rulings have been 
favorable to the intervenors, and these are 
receiving headline treatment in the press. 
However, SEC also cracked down on “de- 
lay” and “unduly repetitious” questioning 
of company witnesses by opposition 
counsel. 

One of the questions which the SEC 
must settle, however, is the matter of 
geographical integration of the companies 
proposing to build the plant at West Mem- 
phis, Arkansas, with the rest of their affil- 
iated public utility operations. Under the 
Holding Company Act, scattered or far- 
flung operations by companies subject to 
that act have to meet the test of economic 
and efficient operation for the system as a 
whole. The answer for the Dixon-Yates 
contract proponents in this case seems to 
be that the government itself had asked the 
surrounding utilities to get direction on an 
offer just as it had done so in two earlier 
instances of private utility company plants 
built to furnish power to AEC directly. 
The SEC had approved the earlier ar- 
rangements. 


N the case of the Dixon-Yates proposal, 
testimony before the SEC showed that 
Budget Bureau officials had called upon a 
top utility executive for advice in prepar- 
ing a preliminary memorandum. T. G. 
Seal, vice president of Ebasco Services, 
said in an office memorandum introduced 
in evidence that he was called to Wash- 
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ington last March to assist officials in pol- 
ishing a statement on the power proposal 
for Budget Director Rowland Hughes. 

Hughes brought the question to Presi- 
dent Eisenhower’s attention in April. The 
President ordered the Atomic Energy 
Commission in June to conclude a contract 
with the Dixon-Yates group for a new 
$107,000,000 power plant at West Mem- 
phis to serve the Tennessee Valley Au- 
thority. The commission, hearing argu- 
ments on whether to approve financial ar- 
rangements for the plant, meanwhile re- 
fused to consider the testimony of indi- 
viduals on whether the contract is related 
to national defense. 

SEC Chairman Demmler ruled that the 
purposes of the contract must be deter- 
mined from the document itself “or from 
official agencies of the government, but 
not from individuals, even if officials of 
agencies.” The decision closed off ques- 
tioning by Mr. Volpe, attorney for the 
state of Tennessee and for some opposing 
public power organizations. The project 
is sponsored by Middle South Utilities, 
Inc., headed by Edgar H. Dixon, and The 
Southern Company, headed by Eugene A. 
Yates. 


yen Volpe also produced a “confi- 
dential” memorandum dated March 
2, 1954, and signed by Mr. Yates, which 
had been sent to directors of The Southern 
Company, Mr. Dixon, and others. He 
questioned James M. Barry, chairman of 
the executive committee, The Southern 
Company, and vice president of Missis- 
sippi Valley Generating Company, as to 
why Mr. Yates had expected Union Elec- 
tric and other companies to join in the 
proposal and asked him why it was 
thought “expedient” for The Southern 
Company to “join in a minor way in mak- 
ing an offer to AEC.” The witness replied 
that Mr. Dixon had had some early dis- 
cussions with representatives of Union 
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Electric about the possibility of that or- 
ganization joining in the proposal. 


 peaaiepona all of the leading public 
power groups have filed protests with 
the SEC. Among these groups are: state 
of Tennessee, American Public Power As- 
sociation, National Rural Electric Co-op- 
erative Association, National Farmers’ 
Union, TVA area co-ops, and municipal 
electric departments. TVA area groups 
have asked SEC to consider: (1) “wheth- 
er substantial doubts exist concerning the 
legality and legal effectiveness of the pow- 
er agreement,” reached between Missis- 
sippi Valley and the AEC; (2) whether 
the agreement violated the Atomic En- 
ergy Act; (3) whether the time allowed 
the Joint Committee on Atomic Energy 
was valid; and (4) whether the proposed 
stock issue by Mississippi Valley could be 
passed upon separately from the rest of 
the firm’s financial proposal. 


¥ 


FPC Modifies Producer 
Controls Rule 


HE FPC on December 17th made fur- 
ther modifications in its order (174- 
A) prescribing regulations to govern in- 
dependent natural gas producers, and at 
the same time ruled that certain types of 
escalation clauses in contracts submitted 
after next May Ist will not be considered 
in support of any certificate application. 
One of the major changes made by the 
new order (174-B) is a provision whereby 
operators—selling gas in interstate com- 
merce after processing or gathering—may 
make the necessary rate and certificate 
filings for the various participating pro- 
ducers, without separate filings being 
necessary. 
This will apply (1) to operators of wells 
under co-ownership, (2) where a group of 
producers are unitized for production and 
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sale, or (3) to an operator of a gas proc- 
essing plant which is located in the area 
where the gas is produced, when the pay- 
ments by the operator to the producers rep- 
resent a percentage of the proceeds of the 
sale of the gas by the operator. The FPC 
thus will still be in control of the price 
and the sale before the gas moves into the 
large interstate pipelines. Individual pro- 
ducers may make separate filings if they 
so desire. 

In another modification, the commission 
revised the statement barring the abandon- 
ment of service by producers without first 
obtaining FPC permission, by quoting the 
section of the Natural Gas Act pertaining 
to abandonment and by adding a proviso 
that nothing in the rules shall be construed 
as interfering with or preventing compli- 
ance by a natural gas company with valid 
conservation orders of a state agency re- 
lating to natural gas production. 


HE FPC noted that a number of the 

petitions for rehearing of its Order 
174-A urged the commission to redefine 
independent producers so as to make more 
precise the applicability of the statute and 
rules to those persons brought under the 
Natural Gas Act by the United States 
Supreme Court’s decision in the Phillips 
Petroleum Company Case. The FPC said 
that it recognized the desirability for clari- 
fication but said that the problem is sub- 
stantive and not procedural ‘and cannot 
be dealt with here.” In this connection, the 
commission pointed out that hearings are 
scheduled and will be concluded at the 
earliest practicable time in order to facili- 
tate prompt determination of jurisdictional 
questions. (Consolidated hearings are set 
for January 10th on petitions by Shell Oil 
Company, Deep South Oil Company of 
Texas, and Humble Oil & Refining Com- 
pany for determination of status under the 
Natural Gas Act.) 
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REA Looking for Engineers 


EA has the “help wanted” sign out 
for qualified telephone engineers and 
trainees with degrees in electrical engi- 
neering. The recruitment drive is part of 
the agency’s continuing effort to stream- 
line and speed up the telephone loan pro- 
gram. The drive, which has been under 
way for some months, has been compli- 
cated by the fact that relatively few engi- 
neers have had the years of specialized 
training and experience required to make 
an expert in the various phases of 
telephony. 

Also, few engineering schools offer 
special courses to train students for 
jobs in the telephone industry and there 
is much competition for the services of 
young engineering graduates. 

Despite these obstacles to recruitment, 
REA has been able gradually to expand 
its telephone engineering staff. Agency 
personnel officials are hoping that an in- 
tensified drive will further enlarge REA’s 
complement of experienced telephone en- 
gineers and trainees to keep pace with 
demand for rural telephone loans. As a 
trump in their bid for qualified telephone 
specialists and engineering trainees, per- 
sonnel officials underline the fact that the 
field of rural telephony is a rapidly grow- 
ing one which offers opportunity for train- 
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Communication 


ing and advancement to the engineer who 
is looking to the future. About 40 to 50 
per cent of farms in the United States 
have telephones at present. 

Co-operating with REA’s recruiting 
drive, the Civil Service Commission plans 
to hold an examination to establish rosters 
of qualified engineers and trainees to fill 
current vacancies in REA. The examina- 
tion will be for electronic engineer (wire 
communication), with options in tele- 
phone equipment design at salaries rang- 
ing from $4,205 to $7,040, and in tele- 
phone plant design and construction at 
salaries ranging from $4,205 to $5,940 a 
year. 

Angled at the young engineering 
graduate will be an examination for tele- 
phone specialist to be paid a starting an- 
nual salary of $4,205. In addition to the 
civil service examination, REA plans to 
have representatives visit engineering 
schools to inform seniors of the vacancies 
for trainee positions in the telephone en- 
gineering division of REA. 

¥ 
REA Advisory Group 
Meets 


gewoon solutions to a half-dozen of 
the more pressing problems in REA’s 
rural telephone loan program were dis- 
cussed last month by a telephone advisory 
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group representing various segments of 
the telephone industry. The group of con- 
sultants met with REA Administrator 
Ancher Nelsen and members of his tele- 
phone staff for the first time since their 
appointment. Present were representa- 
tives from commercial companies and co- 
operative associations which are REA 
borrowers, from the Bell system com- 
panies, and from the United States Inde- 
pendent Telephone Association. 

A state regulatory commission and a 
consulting engineering firm were also 
represented. 

Some of the problems discussed by the 
advisory group included: (1) the diff- 
culty in obtaining satisfactory agreements 
with connecting companies for extended 
area service; (2) the shortage of consult- 
ing engineers; (3) equity requirements 
for commercial companies which appy for 
REA loans; (4) the possibility of loans 
for a single exchange area at a time for 
an applicant’s system; (5) the need for 
consultation on how best to provide serv- 
ice in certain specified areas; and (6) atti- 
tudes within the telephone industry toward 
the REA loan program to improve and 
extend telephone service in rural areas. 


a. was generally recognized at the meet- 
ing that the surface has only been 
scratched in the loans program, and that 
several thousand independent companies 
probably need financing to modernize their 
systems and reach into areas now un- 
served. 

The advisory group is now draw- 
ing up a statement of recommendations 
which the consultants believe will benefit 
REA’s rural telephone program. Nelsen 
said he was gratified by the co-operative 
attitude and real contributions of the con- 
sultants in considering the problems in- 
volved in putting more telephones on the 
farms. 


Ohio Bill Would Halt 
Party-line Abuse 


ji hog”’ bill will be intro- 
duced in the Ohio legislature during 
its present session by Representative 
Roberts of Franklin county. The bill, 
proposed by the Ohio Independent Tele- 
phone Association, would make it a mis- 
demeanor for persons to refuse to surren- 
der party lines in cases of emergency. It 
would also penalize those who “fake” 
emergencies to obtain the line. 

“Ohio has long needed such legisla- 
tion,” Roberts said. “Abuse of party-line 
service by a few individuals has brought 
tragic results to life and property. It is 
absolutely essential to the public welfare 
that Ohio make such abuse illegal.” 

The proposed bill provides fines of $50 
to $500 and jail sentences of from thirty 
to ninety days for both types of violators. 
It parallels similar laws already enacted 
in Michigan, Washington, and New York. 
The 165 telephone companies operating in 
Ohio would be required to print a warn- 
ing against party-line abuse in their di- 
rectories. 


¥ 


Cities Plan Fight on 
Sharing Relocation Costs 


kgm telephone industry, along with 
other utilities, can expect to find 
strong opposition in the present Congress 
to any bill proposing that the cost of re- 
locating utility facilities be included in 
the $50 billion federal-aid highway pro- 
gram budget. Because of the unprece- 
dented size of the proposed federal-aid 
highway program, the relocation expense 
problem will assume greater proportions 
than heretofore. Under the present situa- 
tion, in which utilities (except railroads) 
must pay all costs of highway construc- 
tion relocations, the public utilities will 
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be spending for this purpose alone many 
millions of dollars. 

The American Municipal Association, 
at its recent thirty-third annual conven- 
tion in Philadelphia, went on record 
against any plan to have cities and mu- 
nicipalities share in the cost of utility 
facilities relocation. Glenn C. Richards, 
Detroit public works commissioner, was 
instrumental in getting a _ resolution 
adopted which commits the association to 
an organized fight against giving federal 
aid, as sought by the private utilities, for 
relocating utility lines disturbed by high- 
way construction. Said Richards: 


Unless every city in the land agrees 
to fight this powerful lobby, millions of 
dollars will be drained away from our 
national roads program, just as we are 
beginning to make long overdue head- 
way. 


Richards said that in Detroit alone, with 
its expressway program, cost of relocation 
of gas and telephone lines would take up- 
wards of $1,000,000 annually in federal 
aid. This would mean, in turn, the loss of 
$10,000,000 annually in matching funds 
under the federal-aid program. Richards 
argued that private utilities in most states 
can recapture expenditures incurred by 
highway relocation through consumers’ 
rates. He said an official of the Michigan 
Bell Telephone Company had estimated 
that the cost of relocating its service be- 
cause of Detroit’s expressway program 
would amount to about 15 cents a year for 
each customer. 


MEMORANDUM on the over-all utility 

industry position on the problem of 
the cost of relocating facilities required by 
highway construction has been submitted 
to the President’s advisory committee on 
a national highway program. The memo- 
randum was signed by representatives of 
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the National Association of Railroads and 
Utilities Commissioners, American Gas 
Association, American Transit Associa- 
tion, American Water Works Association, 
the Bell system, Edison Electric Institute, 
National Institute of Municipal Law Off- 
cers, Tennessee Valley Public Power As- 
sociation, United States Independent Tele- 
phone Association, and Western Union 
Telegraph Company. The Secretary of 
Commerce is expected to make a report 
on the problem early this year. 
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AT&T Head Gives 
1955-50 Outlook 


a any major change in the in- 
ternational situation, industrial ac- 
tivity in the United States will improve 
moderately in 1955 and also in 1956, Cleo 
F. Craig, president of American Telephone 
and Telegraph Company, told the Life In- 
surance Association of America at its an- 
nual convention in New York last month. 

Craig was particularly optimistic for 
the Bell svstem. Last year the system 
gained about 1,900,000 telephones—the 
same as in 1953. In 1955 Craig expects 
the Bell system to show a gain in excess 
of two million telephones and will proba- 
bly exceed two million again in 1956. He 
noted that when the war ended, the Bell 
system was serving about 22,000,000 tele- 
phones. Today it serves 43,000,000, and 
by 1965 the number will be at least 55,- 
000,000, and possibly more. 

Bell system expenditures for new con- 
struction during the nine postwar years 
have averaged about $1.2 billion a year, 
Craig revealed. They reached close to $4 
billion last year, and may be slightly higher 
in 1955. Craig also reported that dial serv- 
ice is now in effect for 83 per cent of the 
system’s telephones and looked for this 
figure to reach 95 per cent in the next five 
years. 
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Financial News 
and Comment 


By OWEN ELY 


The Issue over Regulation of 
Independent Gas Producers 


| hes many years the Natural Gas Act of 
1938 was considered to provide mere- 
ly for the regulation of interstate gas 
pipelines. In fact, one provision of the act 
definitely excluded “the production or 
gathering of natural gas” from regulation, 
but court decisions finally cast some doubt 
on this interpretation. In the early post- 
war period the FPC, under the leadership 
of Chairman Leland Olds, began to inves- 
tigate the important gas business of 
Phillips Petroleum, apparently with the 
thought that the commission might extend 
its regulatory powers over the independent 
producers. 

Congress in 1950 attempted to check 
this move by passing the Kerr Act, which 
specifically exempted independent pro- 
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ducers, but this was vetoed by President 
Truman. Meantime, however, the FPC 
under a new chairman veered to the right 
and in 1951 reaffirmed its earlier assump- 
tion that it had no power to regulate the 
independent producers. 

The fight still continued, however, led 
by the state of Wisconsin and some other 
large consumers. Suit was brought against 
both Phillips Petroleum and the FPC and 
eventually this resulted in the 5-to-3 de- 
cision of the U. S. Supreme Court last 
June, upholding regulation. In spite of 
the division of the court, the majority 
opinion by Justice Minton was very strong, 
with practically no limit on the application 
of the ruling and no provision for a transi- 
tional period. This again put the issue up 
to the FPC, since Congress was then too 
busy to initiate new legislation. However, 
because of the danger that the oil industry 
itself may become involved in regulation, 
the oil and gas producers are working to- 
gether to introduce a new version of the 
Kerr Bill in the new Congress. 


HE FPC last summer had already 

issued its decision in the Panhandle 
Eastern Pipe Line Case, permitting use of 
field prices in setting up production costs 
for gas utilities with production facilities, 
in rate-making procedures. But this was 
quickly overshadowed by the new develop- 
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ment, which raised important new issues, 
such as the bookkeeping methods to be 
used for charge-offs for depletion, dry 
holes, and other wildcatting losses, the 
separation of oil and gas production costs, 
etc. But perhaps the major headache for 
the FPC was the widespread policy of the 
industry of inserting “escalation clauses” 
in long-term sales contracts to pipelines, 
providing for regular increases in the field 
price every five years or so and protecting 
the producer in the event of new excise or 
other taxes levied at the wellhead. Probably 
the majority of contracts also contained 
the “favored nation clause,” providing 
that the pipeline would pay as a supplier 
a price equal to the highest price received 
by any other producer in the area—thus 
an increase obtained by one producer 
would automatically set off price increases 
for near-by producers. Some contracts 
also provided for cancellation in the event 
of future regulation of the producer. 
These peculiar contractual provisions re- 
sulted from two factors: (1) The pipelines 
were usually required by the FPC to make 
contracts for at least twenty years’ definite 
supply of gas, in order to obtain approval 
for construction of the line and successful 
financing; and (2) the independent pro- 
ducers, who had almost given away gas 
in earlier years and wasted large amounts 
by “flaring,” suddenly realized that they 
had a valuable depleting asset and that 
production and drilling costs were steadily 
rising. 


a. FPC, to gain time for the proper 
study of these contractual relations 
and the best regulatory methods to pursue 
(and already in the throes of a staff re- 
organization), in July issued its famous 
Order 174-A “freezing” field prices of 
natural gas. The order required an esti- 
mated 4,100 producers to file sales con- 
tracts in effect June 7th with the FPC 
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by October Ist (later extended to Decem- 
ber Ist), and to apply for certificates 
authorizing the transportation and sale of 
gas in interstate commerce. 

On December 17th the commission 
issued another modification of its regula- 
tion for producers in the form of Order 
174-B, supplanting its previous Order 
174-A. The chief effect of this new regu- 
lation, aside from making it a little easier 
for small producers to file, was to con- 
demn certain types of escalator clauses 
and “most favored nation clauses.” The 
regulation does not actually outlaw or re- 
ject such clauses. But the gas producers 
are put on notice that such clauses per se 
will not be accepted as evidence to support 
certificate applications (or, by inference, 
proposed rate changes). Two types of 
clauses are OK under the new regulation: 
(1) contracts which provide for escalation 
in precise terms of specified cents per Mcf 
at specified intervals; (2) simple favored 
nation clauses, whereunder the pipeline 
company agrees to pay any of its old sup- 
pliers the same new higher prices it may 
pay new suppliers in a given area. 

All other escalator and favored nation 
clauses are presumably under the ban as 
qualified supporting evidence in FPC pro- 
ceedings. But the regulation does not pro- 
hibit the filing of contracts which contain 
the condemned types of clauses. It merely 
warns “natural gas companies” that the 
commission will not give effect to such 
clauses as evidence of supply (or rate 
reasonableness ). 


HE order is final and to that extent 

is appealable. But there is some ques- 
tion about the specific damage or grievance 
which gas producers could show if they 
desire (and they probably will) to attack 
this general regulation as invalid. What 
the commission seems to be saying here 
is that it reserved the right to pass on the 
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a year, natural gas contributed more than nine quadrillion B.t.u. of 
energy, over 23 per cent of the nation’s total supply and triple its use 
a little more than a decade ago. This amount of energy is sufficient to make 
250 million automobiles or the total United States output of cars for 36 
years at the present rate of production. 
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reasonableness of the effect of these clauses 
in individual certificate or rate cases, but 
that meanwhile producers would be well 
advised not to rely on the condemned type 
of escalator or “most favored nation 
clauses.” 

Several previous federal court suits 
stated at New Orleans and the District of 
Columbia against Order 174-A have, of 
course, become “moot” since the issuance 
of Order 174-B. 


 paiaianer the FPC staff (already 
overworked) is reported buried un- 
der an avalanche of paper work. The 
commission has postponed to January 11th 
oral arguments on principles and methods 
for regulating field prices of gas, and pro- 
ducers have until January 7th to submit 
their views. Chairman Kuykendall was 
scheduled to address the New York So- 
ciety of Security Analysts on December 
29th, and it appeared likely that he would 
speak to a record audience, rivaling that 
which turned out to hear his predecessor 
about two years ago when the famous 
“cost-of-money” theory of rate making 
was a major issue. 

Some commentators have reported that 
the “freeze order” has resulted in consider- 
able selling of gas securities by investors. 
However, this selling has apparently not 
been too severe, since Moody’s averages 
show the comparisons indicated in the 
table below. 

There is little doubt, however, that the 
order has created obstacles in carrying for- 
ward the long-range expansion plans of 
the gas utilities. The proposed American- 


10 Gas Transmission Stocks ...... 
10 Gas Distribution Stocks ....... 
30 Natural Gas Stocks ........... 
24 Electric Power Stocks ......... 
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Louisiana pipeline encountered delays in 
getting an FPC clearance and cancellation 
of two of its six supply contracts has 
reduced its gas reserves to a 174-year 
basis. Natural Gas Pipeline has had to 
cancel its proposal to transport 180,000,- 
000 cubic feet of gas from Grady county, 
Oklahoma, to a junction with its existing 
line serving the Chicago area; the pro- 
ducers have decided instead to sell their 
gas within the state so as not to invite 
government control. Some other projects 
which had not yet reached the contract 
stage have been temporarily postponed or 
abandoned. 


a of the Supreme Court decision 
and the FPC order, who will doubt- 
less press their arguments on the new Con- 
gress after it is organized, point out that 
the job of supplying the hundreds of thou- 
sands of northern consumers who are 
anxious to obtain natural gas (but who 
must remain on waiting lists until new 
supplies are obtained from producers and 
pipeline facilities completed) is vastly 
more important than the question of regu- 
lating the small proportion of the con- 
sumers’ cost which is represented in the 
field price of the gas. In the southwestern 
producing states about 60 per cent of all 
homes use natural gas, but in other states 
only about 15 per cent, it is estimated, have 
thus far been able to obtain it. (In parts 
of the North, of course, gas meets severe 
competition from oil and coal.) 

In the New York city area it is claimed 
that only about 3 per cent of the gas serv- 
ice cost gets back to the southern producer; 


e 


Dec. 10th 
Price 1954 Increase 
Dec. 10th Range Over Low 
39.17 39.20-34.09 15% 
25.70 25.70-21.46 20 
33.17 33.37-28.37 17 


47.19-39.93 18 
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in Milwaukee about 8 per cent. It is also 
asserted that sales of additional gas (not 
now contracted for by pipelines) will in 
future be sold largely within the southern 
states, thus bringing industries to that area 
which might otherwise remain in the 
North. It is also contended that producers 
will now hesitate to gamble on drilling new 
wells (except for oil) because of the added 
uncertainties regarding sales contracts, the 
difficulty in obtaining financing, and the 
problem of conforming to both state and 
federal regulation (with the former 
aimed largely at conserving underground 
supplies). 

James E. Pew of the Sun Oil Company 
has estimated that the new gas discovered 
in 1953 cost an estimated 12 cents per 
Mcf exclusive of lease rentals, bonuses, 
and various other charges, although the 
average U. S. field price remained below 
9 cents. In fact, on another basis of cal- 
culation the cost figure worked out at 18 
cents or over twice the average sale price 
for 1953. 


oe L. CoHN, in a recent review 
prepared for the Empire Trust Com- 
pany, pointed out that “there is the almost 
hopeless difficulty of trying to regulate 
upon an equitable basis about 4,000 gas 
producers, each of whom differs widely 
from his fellow in every aspect of his 
business. . . . They possess only one thing 
in common: They are risk-taking Ameri- 
cans out to make a buck if they can.” He 
remarks that production of only one com- 
modity in the nation is now subject to close 
regulation, and this for reasons of health 
—milk. To regulate the production of gas 
would logically imply regulation of all 
producers and eventually mean the end 
of our free enterprise system, he asserts. 

It appears likely, therefore, that when 
Congress reconvenes this issue will share 
the limelight with the Dixon-Yates affair. 


JANUARY 6, 1955 


42 


Harvard Buys Utility Stocks 


HE Harvard Endowment Fund, as of 

June 30th last year, showed a sub- 
stantial increase in its holdings of electric 
utility, natural gas, and telephone equities, 
which made up over 29 per cent of the 
total portfolio. This was more than double 
the percentage six years ago, according to 
Sidney P. Allen, financial editor of the 
San Francisco Chronicle. The largest in- 
crease was in American Telephone, while 
holdings of Niagara Mohawk Power, 
Southern California Edison, Kansas Pow- 
er & Light, Lone Star Gas, and Mountain 
Fuel Supply also increased. 

The general investment account of the 
fund had a market value of $365,000,000 
last June, a gain of about 16 per cent over 
the previous year, and it seems probable 
that present value would be substantially 
higher, since the fund is over half in com- 
mon stocks. The average rate of return 
was 5.1 per cent in 1954, based on original 
cost of the securities. The list included 168 
common stocks, many of them so-called 
blue chips. Other items in the portfolio 
were as follows: 


CO ee 22% 
Insurance Stocks .......... 12 
BO cc Oe 5 
Chemical Stocks .......... 5 
oO 4 
Retail Trade Stocks ....... 1 


¥ 


Telephone Statistics of the 
W orld 


eon TELEPHONE AND TELEGRAPH 

Company recently issued a brochure 
under the above title, giving a number of 
interesting tables and charts, two of which 
are here reproduced. 

Five million telephones were added 
throughout the world in 1953, for the 
sixth consecutive year, bringing the total 
to some 89,000,000. Over half of the 
world’s telephones are in the United 
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States, or about one for every three people 
—which (including business phones) is 
slightly more than one per family. This 
compares with about one phone for every 
twenty-five people in Europe. 

The Bell system operates about 80 per 
cent of U. S. telephones, with the remain- 
ing 20 per cent serviced by some 5,100 
other companies. The table on page 45 
lists most of the independent phone com- 
panies whose stocks are actively traded, 
with annual revenues indicating their rela- 
tive size. The remaining companies are 
mostly locally controlled and in many 
cases family-owned. Some of them are 
being gradually merged into larger com- 
panies, since it is very difficult for many 
of the smaller companies to keep their 
facilities up to date and give adequate 
service, due in part to the difficulty of 
doing public financing. 

New York, with more telephones than 
any other city, has twice as many as 
greater London, which ranks second. On 
a per capita basis, Washington, D. C., led 
the world’s large cities with 63 telephones 
per one hundred of the population. 


= 
The Bond Rating Agencies 


N its recent Bulletin No. 5, the Irving 
Trust Company has described how a 
utility company can maintain contact with 
the rating agencies, the best known of 
which are Moody’s Investors Service, 
Standard & Poor’s Corporation, and Fitch 
Publishing Company, all located in New 
York, but with representatives in other 
cities. The first two rate bonds only and 
Fitch rates both bonds and stocks. 
Moody’s publications include the five 
well-known manuals (one of which covers 
utilities), the various news supplements 
(released twice a week), the Dividend 
Record, the Bond Record issued twice 
monthly, the important weekly bulletins or 
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“Surveys” giving a current résumé on 
stocks and bonds, etc. Arthur Herrmann 
should be contacted if a utility representa- 
tive wishes to visit Moody’s in connection 
with a bond rating or to obtain infor- 
mation. 

Standard & Poor’s issues a single large 
manual for all companies (arranged alpha- 
betically in a number of volumes), with a 
Daily Corporation News Service in a 
separate volume. There is also a set of 
binders containing individual, removable 
sheets furnishing standardized tables and 
comment on leading companies (segre- 
gated between listed and unlisted stocks). 
Other services include the Dividend Sec- 
tion, Monthly Stock and Bond “Guides,” 
Bond Selectors, and a Statistical and In- 
dustrial Services containing basic and cur- 
rent statistics on all phases of industry 
and finance, and reviews of each industry. 
For an appointment the utility representa- 
tive should contact any of the following: 


Louis Brand (head of Bond Advisory 
Service) 

Dominick Di Palma (ratings man) 

Edward Miller (Public Utilities Ana- 
lytical Department) 


-_ Fitch Publishing Company issues 
a weekly survey of the securities 
market containing numerous recommenda- 
tions and maintains a one-page bulletin 
service (similar to that of Standard’s) 
covering principal listed and unlisted 
stocks and bonds, in loose-leaf binders. It 
also issues regular stock and bond 
“Guides,” a dividend and redemption serv- 
ice, and other publications. John G. Becker 
is the man to contact with reference to 
ratings, etc. 

The agencies also maintain investment 
advisory departments to aid large in- 
vestors and institutions desiring special 
service. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 
Share Earnings* 
1953 12/16/54 Divi- Cur- Price- Div. Mood 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Bo 
(Mill.) About Rate teld Period crease Ended Ratio out Rating 
Pipelines 
$ 3 O Alabama-Tenn. Nat. Gas 19 $.60 3.2% $1.45 7% Sept. 131 41% — 
12 O East. Tenn, Nat.Gas.... 9 -- — 50 27 Sept. 180 — Ba 
38 S Mississippi Riv. Fuel ... 53 240 45 3.70 71 Sept. 143 65 — 
48 S Southern Nat. Gas. ..... 32 160 5.0 1.86 D7 Sept. 172 86 A 
133 O Tenn. Gas Trans, ....... 29 140 48 1.80 11 Sept. 16.1 78 A 
137 O Texas East. Trans. ...... 24 140 58 1.62 22 June 148 86 Ba 
63 O Texas Gas Trans. ....... 20 100#% 5.0 1.61 8 Sept. 12.4 62 — 
59 O Transcont.GasP.L..... 26 1.40 5.4 2.06 26 Sept. 12.6 68 — 
AVETABES, 22 620550 48% 14.8 69% 
Integrated Companies 
118 S American Natural Gas... 48 $200 42% $3.67 11% Sept. 13.1 54% — 
18 O Colo. Interstate Gas ..... 50 iss 25 2.17 10 Sept. 23.0 5s — 
232 S Columbia Gas System... 153 20 858 .93 24 Sept. 16.7 97 A 
9 O Commonwealth Gas ..... 9 (a) 4.0a 50 28 Dec. 130 —- — 
9 A Gonsol Gas Ual ....... 13 AS 5.8 .98 D9 July 13.3 77 — 
191 S Gonsol, Nat. Gas......;. 34 150 44 2.64 31 Sept. 12.9 57 Aaa 
111 S #2! Paso Nat. Gas ....... 33 280 53 2.28 D27 Sept. 167 8&8 — 
ae S Haettabdle Gas .......... 25 140 5.6 1.87 1 Sept. 13.4 75 A 
10 O Kansas-Neb. Nat. Gas... 26 1.20 4.6 1.87 14 Dec. 13.9 64 Baa 
(Fe Te Oe 26 140 54 1.73 13 Sept. 150 881 — 
20 S Montana-Dakota Util. .. 23 100 4.3 1.35 38 Sept. 17.0 74 Baa 
14 O Mountain Fuel Supply... 25 1.00 4.0 147 WN June 17.0 68 A 
49 A National Fuel Gas ...... 20 1.00 5.0 1.52 19 Sept. 132 66 A 
66 S Northern Nat. Gas ...... 43 200 4.7 2.27 4 Sept. 189 88 A 
32 S Oklahoma Nat. Gas ..... 234 ADD 5:1 1.61 81 Oct. 14.6 75 — 
95 S Panhandle East. P.L.... 78 2.50% 3.2 4.93 D1 Dec. 15.8 51 A 
8 O Pennsylvania Gas ....... 20 1.00 5.0 86 D52 Dec. — 16 — 
130 S Peoples Gas Lt. & Coke .. 149 7.00 4.7 10.55 8 Sept. 14.1 66 A 
23 O Southern Union Gas .... 20 .90 4.5 1.39 64 Sept. 14.4 65 A 
209 S United Gas Corp. ....... 32 i50 6647 2.11 10 Sept. 15.2 71 A 
PAGRIABES: 552064. 4.6% 15.6 739% 
Retail Distributors 
20 A Alabama Gas ........... 28 $1.28 4.6% $1.79 37% Sept. 15.6 72% Baa 
32 O Atlanta Gas Light ...... 23 im 52 1.71 D5  ~=June 13.5 70 A 
46 S Brooklyn Union Gas .... 32 ie I 2.69 60 Sept. 119 63 A 
28 O Central Elec. & Gas .... 14 80 5.7 1.10 10 Sept. 12.7 73 — 
10 O Central Indiana Gas .... 16 .60(b) 3.8 78 20 Sept. 20.5 qf A 
4 O Chattanooga Gas ....... 64 — oe 1 41 Avg 210 — — 
M4): does Serwace oo... oes 24 m4 8652 167 NC Feb. 144 74 A 
6 © Harttond Gas.......:..... 38 2.00 5.3 2.42 17 Dec. 15.7 83 — 
14 O Houston Nat. Gas ...... 27 100 3.7 2.15 6 July 126 47 — 
12 O Indiana Gas & Water... 15 70 4.7 1.14 16 Oct. 132 61 A 
5 A Kings Co. Lighting ..... 16 80 5.0 1.26 26 Sept. 12.7 63 Baa 
ga SCS Cre 13 60 4.6 85 Di3 Sept. 15.2 71 A 
7 O Minneapolis Gas ........ 27 120 44 1.33 D3 Sept. 20.3 90 — 
11 O Mississippi Valley Gas .. 22 1.00 45 1.81 D8 Sept. 12.2 55 — 
8 O Mobile Gas Service ..... 19 90 864.7 112 D27 Sept. 170 80 — 
6 O New Haven Gas ....... 29 160 5.5 1.87 31 Dec. 15.5 8%& — 
8 O New Jersey Nat. Gas... 19 100E 5.3 be I 36 = June 126 6 — i 
54 O Northern Illinois Gas ... 20 80 4.0 Ji NC May — 104 A ; 
162 S Pacific Lighting ........ 37 200 5.4 2.14** D14 Sept. 17.3 93 — i 
111 O Portland Gas & Coke.... 23 290 863.9 153 Dis Sept. 15.0 59 Baa ; 
8 A Providence Gas ........ 10 48 48 41 21 Dec. — 17 — ; 
3 A _ RioGrande Valley Gas.. 3 12 4.0 23 S June 13.0 52 oo j 
Oe 6 13 40 me | 72 18 Sept. 18.1 56 Baa i 
7 O South Jersey Gas ....... 22 1.20 55 153 20 Sept. 14.4 78 Baa ; 
22 \S_ United Gas Improvement 36 180 5.0 2.14 DS Sept. 168 84 A i 
33 S Washington Gas Light .. 36 1.80 5.0 2.66 19 Sept. 13.5 68 Aaa ' 
5 O Western Kentucky Gas.. 14 -_- aa 1.10 13 ‘Dee: 12.7 — — ' 
Averages ........ 4.7% 15.1 74% ; 
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Share Earnings* 





1953 12/16/54 Divi- Cur- Price- Div. Mood 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Bond 
(Miil.) About Rate teld Period crease Ended Ratio out Rating 


Communications Companies 
Bell System 














$4,417 S Amer. Tel. & Tel. (Cons.) 175 $9.00 5.1% $11.84** 3% Aug. 14.8 76% Aa 
202 A _ Bell Tel. of Canada ..... 48 2.00 4.2 2.31 19 Dec. 20.8 87 Baa 
34 O Cin. & Sub. Bell Tel..... 82 4.50 5.5 5.45 18 Dec. 15.0 8 — 
144 A Mountain StatesT.&T.. 119 660 5.5 7.18 45 Aug. 166 92 °#Aaa 
237 A New England T. & T. .. 140 8.00 oe, 7.66 2 Sept. 18.3 104 Aa 
579’ S. Pacific Tel; & Tel. .....<.. 128 7.00 5.5 827 10 Aug. 155 85 # Aa 
74 O So. New England Tel... 39 2.00 5 1.87 a Dec. 20.9 107 #£4x°4Aa 
Averages ........ 5.2% 17.4 91% 
Independents 
10 O Calif. Water & Tel. ..... 18 $1.00 56% $1.48 22% June 122 68% — 
11 O Central Telephone ...... 16 90 865.6 1.61** 1 Sept. 9.9 5660 — 
2 O Florida Telephone ...... 15 80 Ls 85 D114 Dec. 17.6 94 _ 
128 S General Telephone ...... 36 160 44 2.77** D7 Oct. 13.0 58 Ba 
5 O Inter-Mountain Tel. .... 14 80 57 .93 43 Dec. 15.1 8% — 
14 S Peninsular Tel. ......... 37 180 49 2.36 28 Sept. 157 7 — 
16 O Rochester Tel. .......... 16 .80 5.0 111 D10 Sept. 14.4 72 Aa 
2 O Southeastern Tel. ....... 13 80 62 1.15 15 June 11.3 70 — 
7 O Southwestern Sts. Tel... 18 1.00 5.6 1.54 12 Dec. Nl? sé = 
32 O Telephone Bond & Share 19 100 | 553 1.50 Est. — Dec.’54 14.0 67 B 
15 O United Utilities ......... 19 | ae 1.61** D1 June 11.8 7 — 
195 S Western Union Tel. ..... 77 3.00 3.9 6.77 243 Dec. 114 44 Ba 
Averages ........ 5.3% 13.2 69% 
Transit Companies 
29 A Capital Transit ......... 10 $.80 80% $1.16 4% Aug. 86 69% Baa 
14 O Cincinnati Transit ...... 4 75 188 93 Di17 ec. 43 81 — 
9 O Dallas Ry. & Terminal .. 11 1.40 12.7 1.83 D21 Dec 60 77 — 
245 S Greyhound Corp. ....... 14 Loo 0 71 117. D10 #£=Mar 120 8 — 
26 O Los Angeles Transit .... 17 1.00 5.9 1.20 4 Dec. 142 83 — 
30 S_ National City Lines ..... 24 1.40 5.8 2.35 26 Dec 10.2 60 — 
73 -O). Pa: TANS 65.2505 10 .30 3.0 Deficit — Dec — _ Ba 
7 © Rochester Transit ....... 4 40 10.0 57 119 Dec 70 7 — 
a © St Vows PSA. ....... 15 140 9.3 1.22 30 + =Dec 123 115 — 
1S: Dips Gity Re Ve s<cccises:s 19 160 84 22 NC Dec. — — Ba 
25 ‘© United Transit 66 .0sces 4 _ —- 73 30 ~=—- Dec. 55 — — 
Averages ........ 8.9% 8.9 80% 
Water Companies 
Holding Companies 
32 S American Water Works. 10 $.50 5.0% $1.03 D10% Sept. 97 49% — 
4 O New York Water Service 70 .80 1.1 138 NE June — > — 
Operating Companies 
3 O Bridgeport Hydraulic... 31 $1.60 5.2% $1.57 D3% Dec. 19.7 102% — 
11 O Calif. Water Service .... 38 2.20 5.8 2.62 5 Oct. 14.5 A 
2 O Elizabethtown Water ... 131 5.00 3.8 6.65 D4 Dec. 19.7 75 _ 
7 S Hackensack Water ..... 46 200 43 3.75 NC Aug. 12.3 53 Aa 
4 O Jamaica Water Supply .. 38 180 47 2.82 D1 Sept. 13/5 644 A 
3 O New Haven Water...... 60 3.00 5.0 2.50  D10 Dec. — 120 — 
1 O Ohio Water Service .... 25 1.50 6.0 1.50 D6 Sept. 16.7 100 — 
6 O Phila. & Sub. Water .... 30  1.00(c) 3.3 2.75 23 Dec. 1009 36 — 
2 O Plainfield Union Wt..... 57 3.00 5.3 3.70 D7 ~—sCOVd”ee«. 154 3681 _ 
2 O San Jose Water ........ 38 §=6.2.000 Ss 5.3 2.49 28 Sept. 15.3 80 
9 O Scranton-Springbrook ... 18 .90 5.0 1.33 14 Sept. 13.5 68 A 
3 O Southern Calif. Water .. 13 65 5.0 84** D7 Set. IS5 27 A 
3 O West Va. Water Service 39 140 3.6 1.41 —- Sept. —- 9 — 
Averages ........ 4.8% 15.2 80% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as otherwise 
indicated. **On average shares outstanding. #—A 2 per cent stock dividend was also paid December 30, 
1953. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)—Paid 5 per cent 
stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


How the FPC Feels about Regulating Gas Producers 


HE Federal Power Commission rec- 

ognizes that the characteristics of the 
gas-producing industry are quite different 
from those of the gas transmission indus- 
try, FPC Chairman Jerome Kuykendall 
assured the American Petroleum Institute 
in a recent address. It also realizes, he 
added, that it is not as easy for the nat- 
ural gas industry to become reconciled so 
readily to such a sweeping change in its 
established way of life, particularly when 
the industry hopes to receive a pardon, so 
to speak, from the 84th Congress. 

For the present, however, Kuykendall 
urged that one obvious fact be kept in 
mind by the industry. That is that inde- 
pendent producers are now subject to reg- 
ulation by the FPC, not by the whim of 
that commission but by virtue of an act of 
Congress, as that act has been construed 
by the U. S. Supreme Court, specifically 
in the Phillips Petroleum Company Case. 
“In our nation, we have, believe in, and 
intend to keep a government of laws, and 
not of men,” Kuykendall told the institute. 
“It is now a fact that independent pro- 
ducers of natural gas who sell gas for re- 
sale, in interstate commerce, are ‘natural 
gas companies’ and therefore subject to 
regulation by the Federal Power Com- 
mission, under the provisions of the Nat- 
ural Gas Act. This established condition 
can be changed or modified only by act of 
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Congress. In this situation, the particular 
ideologies of any member of the commis- 
sion must, if not in harmony with the law, 
give way to the law. This is not an un- 
usual situation, as is demonstrated by the 
fact that the commission annually makes 
recommendations to Congress of changes 
in the laws it administers.” 


 Aiccmncer come pointed out that in many 
situations there is considerable room, 
within the law, for the exercise of discre- 
tion. It is in this realm, he said, that the 
commission is endeavoring to do what it 
can to simplify, improve, and change the 
techniques previously employed in its tra- 
ditional type of regulatory work, to meet 
the wholly different problems now pre- 
sented. The FPC chairman recalled a 
comment about regulatory commissions 
made before a congressional committee by 
the Honorable Learned Hand, one of the 
nation’s greatest jurists. Hand observed 
that commissions, when they start out, are 
often filled with enthusiasts, flexible and 
adaptive to changing conditions. How- 
ever, they show a tendency to acquire their 
own set of precedents, and to fall into 
grooves, just as many judges tend to do. 
“When they get into grooves,” said Hand, 
“then God save you to get them out of the 
grooves.” 

Application of established utility rate- 
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WHAT OTHERS THINK 


making principles to the interstate trans- 
mission segment of the natural gas indus- 
try has been generally workable and suc- 
cessful, Kuykendall continued. He admit- 
ted there had been delays and difficulties 
but said he did not believe that these were 
proof that the fundamental bases used 
were wrong. The sensational growth of 
the gas transmission industry would seem 
to bear witness to the fact that the results 
obtained by these methods were satisfac- 
tory, on the whole. Kuykendall believes 
that criticism of the rate making of regu- 
latory commissions has been leveled, not 
at the fundamental principle of allowing 
a fair return on the cost or value of the 
property used and useful in rendering the 
service, but only at the underlying details, 
and methods and judgment used in apply- 
ing this formula. 


A proof that the FPC is not wedded to 
any inflexible formula with respect 
to the regulation of the natural gas indus- 
try, Kuykendall noted that a majority of 
the commission, last April, refused to fol- 
low the prior policy of fixing the allowed 
price of gas produced by a pipeline com- 
pany solely on the basis of cost, and al- 
lowed, instead, the weighted average field 
price. This was done with the full knowl- 
edge of the pendency of the Phillips Pe- 
troleum Case, he stated. Those in the ma- 
jority felt that in making this decision 
they were getting out of one of the grooves 
about which Judge Hand had spoken. 
Although the Phillips decision has 
greatly enlarged the responsibilities of the 
FPC by requiring it to regulate the price 
of gas sold in interstate commerce by in- 
dependent producers, in addition to its 
duty of fixing the amount to be allowed 
interstate transporters as the price of their 
own produced gas, the decision does not 
confine the commission to the use of the 
rate base method of valuing natural gas, 


which the U. S. Supreme Court permitted 
in the Hope Natural Gas Company Case. 
Kuykendall explained : 


The commission realizes that the 
business of exploring for and develop- 
ing natural gas reserves entails many 
risks, and that the financial rewards 
must be commensurate with those risks, 
if exploration, drilling, and production 
are to continue. We intend to recognize 
this indisputable fact in our rate mak- 
ing, no matter what methods may be 
employed in testing the reasonableness 
of producers’ rates. 


The FPC chairman denied complaints 
that the commission has moved in inordi- 
nate haste to invoke its newly acquired 
jurisdiction over producers and gatherers 
of natural gas. He said that in June, 1953, 
when the circuit court of appeals for the 
District of Columbia issued its opinion 
which reversed the commission’s opinion 
in the Phillips Case, it would have been en- 
tirely logical at that time for the commis- 
sion to have withdrawn from its stated 
position and to have asserted jurisdiction 
over Phillips and other producers similar- 
ly situated. This step was not taken, Kuy- 
kendall said, for the obvious and sound 
reason that no independent producer 
would willingly submit to federal regula- 
tion, so long as there was a possibility of 
reversal by the U. S. Supreme Court, and 
any assertion of jurisdiction at that time 
would only have added confusion and cre- 
ated more litigation. After that, the com- 
mission waited until the mandate was is- 
sued, when it did take administrative ac- 
tion in obedience to the Supreme Court’s 
decision. 


BD dere are numerous legal problems 
which remain unanswered, Kuyken- 
dall continued—problems of what is inter- 
state commerce and what is not, problems 
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concerning the transportation and the 
transactions prior to and during process- 
ing, and problems concerning what facili- 
ties must be certificated. “This situation 
raises a desire on our part to provide the 
answers,” he said, “but the practice of 
making unilateral statements which may 
adversely affect parties who have not had 
an opportunity to be heard is obviously a 
dangerous one. We will, no doubt, give 
our answers to some problems in the fu- 
ture. However, the final answers to many 
of these problems apparently can come 
only from the Congress or the Supreme 
Court.” 

The FPC recognizes that those in the 
gas production industry are primarily 
and properly concerned with the welfare 
and preservation of their business, Kuy- 
kendall stated. He said the commission 
understands that the industry may con- 
sider some things the FPC has done may 
be adverse to its best business interests, 
and that some steps the commission has 
taken are not in the public interest or are 
unnecessary. But he urged industry leaders 
to bear in mind that the FPC is only trying 
to do what Congress has determined 
should be done, in the public interest, as 
the intent of Congress has been interpret- 
ed by the Supreme Court. Kuykendall 
declared : 


We want you to be economically 


healthy—healthy enough to continue to 
produce the oil and gas America needs. 
We want you to be sufficiently strong 
and confident to continue to explore for 
and develop the gas reserves our coun- 
try will need when existing reserves are 
exhausted. 

We know of no one else who is more 
capable of owning and operating your 
industry than those who have been and 
now are doing so. We think that you 
will be capable, in the future, of operat- 
ing the gas production industry in a 
manner which will satisfy the American 
people and their government. In other 
words, we do not want to socialize the 
natural gas industry. 


A. understanding between the 

FPC and the industry of each other’s 
problems is not only desirable but neces- 
sary, the FPC chairman said in conclu- 
sion. He added that it is also highly de- 
sirable that the public have a better under- 
standing of the industry’s work and prob- 
lems and that the industry obtain a fuller 
comprehension of the public’s apprehen- 
sions and misapprehensions. Likewise, the 
difficulties of the FPC would be greatly 
minimized if the public fully understood 
what the commission’s responsibilities are, 
what limitations there are on its powers, 
and what it is actually doing. 





“k= truth, as I see it, is that we have in the American 
competitive system a creative force capable of great prog- 
ress. We should protect the productive system from tmpairment 
by loose thinkers who don’t understand the authentic nature of the 
goose which lays the golden eggs. Businessmen, in administering 
the cost sheet, should have the courage to avoid being intimidated 
by pressure groups from serving as an umpire among share owners, 
suppliers, employees, customers, and the general community.” 


—M. S. RUuKEYSER, 
Columnist. 
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The March of 
Events 


Use of Atomic Energy Funds 

EPRESENTATIVE Thomas J. Lane 

(Democrat, Massachusetts) last 

month said he wants to use money re- 

ceived from atomic energy licenses to help 

old folks. He said he would introduce a 

bill to use such revenue to pay for lower- 

ing the social security retirement age 
from sixty-five to sixty. 

“Too many people in their fifties have 





Ta 


na 


he said. “Because of their age they will 
never be given a chance at other jobs.” 

They will go broke, he added, waiting 
until they are sixty-five for social security 
benefits. 

Under Lane’s plan, the federal govern- 
ment would be authorized to grant li- 
censes for peacetime development of 
atomic energy and use the revenue from 
the licenses to compensate for the loss of 


lost jobs to which they have given thirty social security taxes, by dropping the re- 
years of loyal and constructive service,” tirement age from sixty-five to sixty. 
¥ 
Arkansas 
Rate Increase Authorized Oklahoma, where a similar rate increase 
HE Arkansas Public Service Com- went into effect last month. 
mission recently authorized a $213,- Morgan Wright, vice president and 
000 yearly rate increase for Oklahoma Gas Arkansas manager of Oklahoma Gas & 
& Electric Company, serving 21 northwest Electric, said the increase will average 
Arkansas cities and communities. The about 74 per cent in the bills of domestic 
area affected represents about 9 per cent customers, and in no case more than 10 
of the company’s total customers. The per cent, except in a very few small 
rest of the firm’s operating territory is in users’ bills. 
bg 
| Illinois 
Support for Public drive automobiles to work contribute 40 
Transportation Systems cents a week to support public transporta- 
F Spree expert recently said it might tion systems. 
be a good idea to make people who Werner W. Schroeder, vice chairman 
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of the Chicago transit board, said he was 
merely making a suggestion for further 
study—not a formal proposal. Schroeder, 
former Republican National committee- 
man from Illinois, said that if the Chi- 
cago city tax on automobiles were in- 
creased $20 a year, or 40 cents a week, 
the money could be used to keep the city’s 


Utility Law Revision 
Advocated 


res calling for revision of 
the Maine law setting up procedures 
for regulating public utility rates was 
made public last month by the Maine Mer- 
chants Association. 

Unanimously approved by the associa- 
tion’s legislative committee, the resolution 
urges the state legislature to change the 
present so-called “fair value” law to per- 
mit the state public utilities commission 
to “determine fair and reasonable rates 

. . without being forced to give any par- 
ticular or special consideration to the cur- 
rent costs of reproduction .. .” 

If such legislation is enacted, the reso- 
lution asks that the commission “proceed 
forthwith to review present power and 
telephone rates to determine whether they 
are just and reasonable.” 

Claiming to represent between 1,600 
and 2,000 retail merchants, the association 
thus placed itself on record as supporting 
changes previously advocated by Com- 
mission Chairman Sumner T. Pike and 


Tax Rebate Granted Utility 


. | ‘HE state appellate tax board last 
‘month granted the Boston Consoli- 
dated Gas Company a cash rebate of $1,- 
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system of public transportation out of the 
red. It might even be possible to reduce 
fares, he said. 

Schroeder also told results of an ex- 
tensive survey which, he said, shows that 
television is cutting the revenue of busses, 
streetcars, subways, and elevated trains in 
Chicago. 


Maine 


Frank E. Southard, Jr., former commis- 
sion chairman. 


Rate Boost Granted 


HE state public utilities commission 

last month authorized the Central 
Maine Power Company to increase its 
rates by $1,100,000 a year, representing 
an average boost of 4 to 44 per cent to the 
utility’s 190,000 customers. 

The commission filed its order in con- 
formity with a ruling by the state su- 
preme court, which held that an original 
rate increase allowed by the commission 
in November, 1953, failed to give suffi- 
cient attention to the “fair value” of the 
company’s property. 

Together with amounts allowed in No- 
vember, 1953, the new increase, sched- 
uled to take effect with the filing and ap- 
proval of revised rate schedules, makes a 
total rate boost of approximately $2,500,- 
000, or 10.4 per cent of revenue being re- 
ceived at the time of the original applica- 
tion. The company had sought an increase 
of $9,300,000, or about 132 per cent. 


Massachusetts 


788,816. It was one of the largest tax 
abatement cases in the history of Boston. 

The award, which represented $1,425,- 
750 in actual taxes abated and $363,066 
in 4 per cent interest charges over the past 







































ten years, was hailed by Mayor Hynes 
and City Assessor Edmund J. Burke as “a 
fair decision” and a moral victory for the 
city. 

The company had sought abatement 
plus interest in the vicinity of $9,000,000 
and was reported disappointed by the 
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“limited extent” of the decision in its 
favor. 

Because of the uncertainty as to wheth- 
er the company would take an appeal to 
the supreme judicial court, the mayor said 
he would not immediately decide how 
payment of the rebate would be made. 


- 
Nebraska 


New-type Refund 

— that Northern Natural 

Gas Company, seeking its fifth rate 
increase since 1950, will not get all that 
it asks, the Central Electric & Gas Com- 
pany, through its attorney, recently pro- 
posed to the city council a new type of re- 
fund. 


An emergency ordinance was intro- 
duced at the company’s request. It amends 
the rate section of the franchise ordinance 
by freezing rates which will automatical- 
ly adjust themselves as wholesale costs in- 
crease or decrease. This would abolish the 
present so-called costly rebate plan of 
figuring out each individual account. 


* 
North Carolina 
Phone Rate Boost Granted would come from monthly exchange -_ 
and related charges. The balance will 
HE state utilities commission last come from-higher intrastate toll rates and 
month authorized Southern Bell higher foreign exchange mileage rates. 
Telephone & Telegraph to increase its in- A company order by the commission 
trastate rates by $2,595,000 annually. directed all North Carolina telephone com- 
Of the total increase, the seventh panies to boost their intrastate long-dis- 
awarded the company in North Carolina tance charges and foreign exchange mile- 
since 1946, it was estimated $1,595,000 age rates. 
* 
Oregon 


Piped Gas to Result in Savings 


5 eines gas will bring substantial 
savings to household and commer- 
cial customers, possibly as much as 25 per 
cent under present rates, a few years after 
conversion from manufactured gas, Port- 
land Gas & Coke Company’s president 
predicted recently. 

Part of the anticipated rate reduction is 
expected right after the utility switches 
over to supplies brought in from the San 





Juan basin of the Southwest and Peace 
river area of British Columbia—which 
could be within two years from now, it 
was said. 

As consumption increases through ad- 
dition of new customers and greater use 
by the present 85,000 patrons in Portland 
and as far south as Corvallis, further rate 
cuts will become possible, it was said. 

At present 20,000 homes are being heat- 
ed by the utility, and 7,000 commercial 
and industrial locations served as well. 
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Progress of Regulation 


Pipeline Authorized Subject to Producers’ Compliance with 
Requirements of Natural Gas Act 


HE Federal Power Commission au- 

thorized the American Louisiana 
Pipe Line Company to construct a trans- 
mission system extending from Louisiana 
to Michigan. This was made subject to 
the condition that independent producers 
supplying the line fully comply with the 
Natural Gas Act as interpreted by the 
Supreme Court decision in Phillips Pe- 
troleum Co. v. Wisconsin (1954) 347 
US 672, 3 PUR3d 129. Although the cer- 
tificate was granted immediately, con- 
struction may not commence until the 
producers submit to Federal Power Com- 
mission regulation. 


Phillips Case and Gas Supply 


The commission said that except for 
the Phillips decision the company would 
at this time be granted the certificate, sub- 
ject only to conditions as to the allocation 
of gas, rates, and financing. The Phillips 
Case decided that the provisions of the 
Natural Gas Act require the commission 
to regulate the sale for resale of natural 
gas by independent producers in interstate 
commerce. The commission, implementing 
that decision, issued Order 174-A, setting 
forth the detailed procedures to be fol- 
lowed by producers in securing the requi- 
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site certificates of convenience and neces- 
sity and complying with the provisions of 
the Natural Gas Act. 

In this case, however, the application 
under consideration had been filed and 
a major portion of the hearings had 
been completed by the time the Phillips 
Case was decided. Consequently, the com- 
mission was confronted with a determina- 
tion of the method to be followed in ap- 
plying the requirements of the Phillips de- 
cision to the present case. 

American Louisiana’s gas purchase 
contracts provide that the sellers shall 
have the right to terminate them on or 
after October 1, 1954, unless the company 
has notified them that it has secured a cer- 
tificate. Consequently, in the event that a 
certificate were not issued prior to that 
date, that alone, in spite of the fact that 
the project was otherwise feasible, might 
well result in a failure of the project. 
This would deprive the consuming public 
in the area to be served of the much-need- 
ed gas which the American Louisiana 
Company proposed to provide. 

The commission did not believe that it 
would be consistent with its responsibili- 
ties, during this transitional period result- 
ing from the Phillips decision, and in view 
of the large unsatisfied demand for nat- 
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ural gas in the area to be served, for it 
to adopt any procedure for enforcing the 
mandate of the Phillips decision which 
might result in a collapse of the proposed 
project to the detriment of the public 
welfare. Consequently, it issued the con- 
ditional certificate. 


Dissenting Opinion 


Chairman Kuykendall and Commis- 
sioner Digby dissented primarily on the 
ground that interdependent applications 
for certificates must necessarily be con- 
sidered and processed jointly. They con- 
ceded that simultaneous filing of certifi- 
cate applications by the pipeline company 
and the producers was not possible in this 
instance. But, they said, that did not 
mean that no filing at all by the independ- 
ent producers should be required before 
a certificate is issued to the pipeline com- 
pany. In their opinion the fair and neces- 
sary requirement is that the producers 
file their applications so that they may be 
considered along with the other interde- 
pendent applications. 

The dissenting commissioners said that 
they would not require strict and unrea- 
sonable adherence to this rule during this 
period of transition and unsettled condi- 
tions in the natural gas industry, due to the 
Phillips decision, if they had satisfactory 
proof that American Louisiana’s sup- 
pliers were both able and willing to do 
what must be done in order to enable the 
pipeline company to do what it proposes 
to do. In their opinion this proof was 


Holding Company 


- a rehearing before the Wisconsin 
commission, a natural gas company ob- 
jected to the method the commission had 
used in allocating holding company costs. 


wholly lacking. In fact, they pointed out, 
two suppliers have indicated that they 
consider their supply contracts at an end. 

The filing of applications by the pro- 
ducers is a relatively simple clerical task, 
in so far as they are concerned, according 
to the commissioners. But, they said, it is 
much more than fulfillment of a technical 
requirement in so far as the commission 
is concerned. Such a filing would show 
the producers’ willingness, which the law 
requires. The pipeline company had intro- 
duced some evidence concerning the pro- 
ducers’ ability. They pointed out, how- 
ever, that proof both of ability and will- 
ingness is required under the law. 

Commissioners Kuykendall and Digby 
were not convinced of the soundness of 
the argument that the pipeline company 
must have a certificate by October 1, 
1954, in order to be able to hold its sup- 
pliers to their contracts. They said that 
if the suppliers, by their own conduct, 
prevented the applicant from performing 
under its contracts with them, then they, 
the suppliers, could not escape their con- 
tractual responsibility by claiming the ap- 
plicant had defaulted. Hence, they said, 
the October Ist deadline, which may have 
existed prior to the Phillips decision, has 
now been erased. In conclusion, they did 
not believe that precipitate action was re- 
quired in this case since construction of 
the pipeline was not to be started until the 
spring of 1955. Re American Louisiana 
Pipe Line Co. et al. Docket Nos. G-2306, 
G-2311, G-2327, G-2328, Opinion No. 
276, October 1, 1954. 


Costs Allocated 


Asa result of the original hearing the com- 
mission had authorized a modified rate 
increase. 

The company contended that the use of 
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the operating company’s plant investment 
as a factor in allocating holding company 
costs was improper. The company also 
claimed that if plant investment were used, 
it would be improper to include investment 
in pipelines leading from cross-country 
pipelines to the holding company’s sub- 
sidiary distributing companies. 
Commenting on the allocation of joint 
costs in general, the commission said: 


The problem of allocation of joint 
costs is by its very nature based on esti- 
mates. Probably no method may be en- 
tirely free from criticism. Certain it is 
that, in this field, accounting is not an 
exact science. However, the basic con- 
sideration is what allowance for these 
expenses is fair and reasonable in the 
light of all the facts of the case. 


The commission considered the ex- 
penses to be allocated to be those of “up- 


e 


per level” management. The primary ef- 
forts of such management were the plan- 
ning, financing, and constructing of plant 
facilities and obtaining sufficient operating 
revenues to meet interest and dividend re- 
quirements and commitments on debt re- 
tirements. 

Finding that a substantial part of the 
work of the holding company office related 
to plant and financing problems, the com- 
mission again concluded that the use of 
plant investment as well as gross revenues 
in allocating the expenses was justified. 

It was pointed out that pipeline invest- 
ment was an essential part of the plant 
serving the customers. “Upper level” man- 
agement, the commission noted, was just 
as concerned with the financing, construc- 
tion, and earnings requirements of that 
type of plant as with other types. Re Cen- 
tral Wisconsin Gas Co. 2-U-4119, October 
4, 1954. 


Community Antenna TV System Authorized 


—somapesedei antenna television oper- 
ation has been authorized by the 
Wyoming commission. The authorization 
was based on the opinion of the state at- 
torney general that such activity consti- 
tutes an intrastate public utility operation 
subject to commission regulation. 

In commenting on its authority to regu- 
late community antenna TV systems, the 
commission acknowledged the scarcity of 
case law on the subject. It referred to 
opinions of the attorneys general of Utah 
and Colorado, as well as a decision of the 
Wisconsin commission. 

The Utah attorney general agreed with 
the Wyoming attorney general that the 
commission has jurisdiction over com- 
munity TV service. In Re Edwin Francis 
Bennett (1951) 89 PUR NS 149, the 
Wisconsin commission held that it lacked 
jurisdiction because the Federal Com- 
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munications Commission had pre-empted 
the field of television regulation so as to 
preclude parallel state regulation. The 
Wyoming commission disagreed with 
this decision. It concluded that the Feder- 
al Communications Commission has not 
assumed jurisdiction over the installation 
and operation of such systems as yet. Con- 
sequently, it decided that, in the absence 
of controlling court decisions, it should 
follow the opinion of its attorney general. 


Public Interest 


The commission believed that the new 
system was in the public interest. It would 
improve living standards in a community 
isolated from ordinary television recep- 
tion. Its users would receive a highly de- 
sirable and useful public service akin to 
the convenience of other public utility 
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service and consistent with their comfort, 
education, and welfare. 

The community to be served isa _ small 
town surrounded by mountainous terrain. 
Its inhabitants are unable to receive satis- 
factory television signals originating at 
distant telecasting stations through the 
use of ordinary TV antenna. The new 
company plans to erect a community 
antenna at a high point near the town. TV 
signals from distant stations will be inter- 
cepted by the antenna and transmitted by 
open copper wire transmission lines to a 
distribution and amplification station at 
the base of the hill where electric power 
is available. From this point they will be 
amplified and carried to lines strung on 
telephone poles to subscribers’ residences. 


Burden of Cost 


It was admitted that the company would 
not be financially able to construct the 
system in its entirety. Instead of borrow- 
ing money to finance the construction, it 
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intended to collect funds from subscribers. 
The commission questioned the propriety 
or advisability of permitting any utility to 
construct all of its plant facilities out of 
unrefundable sums donated by the pa- 
trons, but in this case the customers were 
willing to contribute rather heavily toward 
the construction of the system in order to 
participate in the TV service to be distrib- 
uted. 

Rather than deny the customers a serv- 
ice designed for their well-being and the 
improvement of social conditions in the 
community because of the company’s 
financial inability to construct the system, 
the commission decided to approve the 
contributions subject to certain safeguards. 
It pointed out, however, that approval of 
the application in this proceeding should 
not be construed as an endorsement of any 
pattern or fixed standard to be observed 
by the commission or followed by other 
utilities seeking similar operating au- 
thority. Re Cokeville Radio & E. Co. 
Docket No. 9267, November 29, 1954. 


Original Cost and Reproduction Cost Considered 
In Fixing Fair Value 


HE Illinois commission canceled the 

Southwestern Bell Telephone Com- 
pany’s proposal to increase local exchange 
and extended area rates. In doing so it held 
that a return of no more than 5.5 per cent 
on the fair value of the company’s prop- 
erty is just and reasonable. 


Rate Base 


The company gave no consideration to 
original cost depreciated in determining 
the so-called “fair value” of its property. 
The commission said that while it is com- 
pelled to take into consideration reproduc- 
tion cost and current economic conditions, 
as well as present price levels, it must also 


55 


consider the original cost of the property. 


Return 


The company offered the testimony of 
only one witness, a president of a local 
bank, upon rate of return. He estimated 
that a business of the type being considered 
should have a return of 6} to 7 per cent. 
The witness’ qualifications, however, were 
said to be extremely limited. He had never 
testified in public utility matters. Nor did 
his bank do any financing for public utility 
companies. His conclusion was largely 
based upon what the larger manufacturing 
corporations in the area had been earning 
over the past years on their invested capi- 
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tal. The commission admitted that in order 
to keep utilities healthy and to enable them 
to provide the service demanded by the 
public, they should be entitled to a return 
sufficient to attract capital for their nat- 
ural growth. It noted, however, that there 
is a difference in industrial company in- 
vestments and public utility investments. 


e 


When investing in a business dedicated 
to public service one must recognize that, 
as compared with investment in private 
business, he cannot expect either high or 
speculative dividends, but that his obliga- 
tion limits him to only a fair and reason- 
able profit. Re Southwestern Bell Teleph. 
Co. Nos. 41475, 41633, October 20, 1954. 


No Court Interference with FPC Rate Filing 
In Conflict with Contract 


HE United States court of appeals 

for the fifth circuit affirmed the de- 
cision of a district court judge that there 
should be no judicial interference with 
the filing of rate schedules with the Fed- 
eral Power Commission even though they 
proposed an increase in rates beyond those 
allowed by a contract. Tyler Gas Service 
Company and the city of Tyler, Texas, 
had sought to enjoin United Gas Pipe 
Line Company from putting the schedule 
into effect and from proposing or making 
effective any rates and charges in excess 
of the contract rates. They sought a judg- 
ment declaring the contracts to be valid, 
subsisting, and enforceable. 

The reviewing court upheld rulings that 
federal jurisdiction existed by reason of 
diversity and jurisdictional amounts; that 
United is a natural gas company subject 
to the Natural Gas Act; that being such 
it cannot by private contract fix binding 
long-term future rates; and that the plain- 
tiffs must seek such relief as they may be 
entitled to, under the statute, from the 
commission and not from the court. 

The city and the distributing company 
conceded that the commission on final 
hearing might fix reasonable rates lower 
than those fixed by contract, but they con- 
tended that until the Federal Power Com- 
mission made a decision on the contract 
rates they were controlling upon the 
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parties to the contracts. They might not 
be rendered null and ineffective “by the 
unilateral action” of United in filing a new 
schedule. It was contended that there was 
fundamental error in permitting a com- 
pany, by filing revised schedules, to “‘dis- 
regard its solemn contracts fixing maxi- 
mum rates.” They argued that contract 
rates are not void but only voidable. 

Chief Judge Hutcheson said the court 
was in agreement with the well-considered 
views of the district judge that the United 
Gas Pipe Line Company “may not by pri- 
vate contract fix binding long-term rates 
either too high or too low, for if too high 
they would penalize the particular con- 
sumers affected, or if too low they might 
jeopardize the ability to serve the public 
and in both situations they would be the 
result of action in contravention, if not in 
defiance, of the Natural Gas Act, and in 
particular § 4 thereof, and of the authori- 
ty and jurisdiction of the Federal Power 
Commission.” 

As to a contention that the decision was 
a holding in effect that United could by 
purely unilateral action, disregarding and 
indeed nullifying its current rates, initiate 
higher ones, it was said that this was an 
incorrect characterization of United’s 
action in filing its schedule. The company 
had but followed the procedure prescribed 
by § 4 of the Natural Gas Act and when 
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the schedule became effective at the end of 
the suspension period, this would be not 
contrary but pursuant to the statutory 
scheme. If the court should restrain 
United from taking any of the preliminary 


e 


steps provided by the statute and restrain 
the modification of the contract rates, this 
would be beyond the power of the court. 
Tyler Gas Service Co. v. United Gas Pipe 
Line Co. No. 15034, November 24, 1954. 


Other Important Rulings 


Rate Increase and Service Changes. 
The California commission authorized a 
telephone company to increase its rates, 
abandon telegraph service, and substitute 
toll station service for certain exchange 
service, where the company was operating 
at a loss and there was no demand for the 
telegraph service. Re San Miguel Inter- 
urban Teleph. Co. Decision No. 50626, 
Application No. 35372, October 5, 1954. 


Through Rates Ordered. A railroad 
was directed by the Louisiana commission 
to establish joint through rates and routes 
with another railroad where shippers had 
been paying higher charges based on com- 
bination of rates. South Central Railroad 
v. Arkansas & Louisiana Missouri R. Co. 
et al. No. 6575, Order No. 6551, August 
13, 1954. 


Necessity of Rate Base. The New Jer- 
sey Board of Public Utility Commissioners 
refused to establish permanent intrastate 
railroad commutation rates in the absence 
of evidence as to the value of the railroad’s 
property used in providing service, the re- 
lated expenses, and a rate of return, there- 
by confirming the necessity for a rate base, 
saying that if a rate base is not reasonably 
supported by the proofs, the rate itself is 
unreasonable. Ie New York, S.& W. R. 
Co. Dacket No. 8164, October 27, 1954. 


Gas Rate Increase. The Missouri com- 
mission authorized a natural gas company 
to increase its rates in order to offset the 
increased cost of gas purchased from its 
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supplier. Re Missouri Pub. Service Co. 
Case No. 12,937, October 28, 1954. 


Private Carrier Permit. The Colorado 
commission denied an application for a 
private carrier permit where common car- 
riers with authority to perform the re- 
quested service in the same area had pro- 
tested and the applicant had failed to pro- 
duce customer witnesses on his behalf. Re 
Hayzlip, Application No. 13040-PP, De- 
cision No. 43493, October 26, 1954. 


Prior Authority Remains. The Colo- 
rado commission would not prohibit a 
transit company from operating in a ter- 
ritory it had served prior to the time the 
commission acquired jurisdiction over its 
operations. Bussard (Bussard Bus Co.) v. 
Denver Tramway Corp. Case No. 5076, 
Decision No. 43451, October 18, 1954. 


Reorganization Fees. The Securities 
and Exchange Commission held that the 
fact that an attorney sought a prompt 
compromise of claims of stockholders af- 
fected by a holding company reorganiza- 
tion plan on the basis of a more modest in- 
crease than they were seeking, and than 
was ultimately obtained after further hear- 
ings and negotiations, does not mean that 
his services did not constitute a contribu- 
tion to the reorganization, since the 
achievement of a prompt consummation 
of a plan may often provide an element of 
value more than counterbalancing the 
value of a larger allocation that can only 
be achieved after further time-consuming 
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efforts. Re American & Foreign Power 
Co. File Nos. 54-111, 59-12, Release No. 
12677, October 11, 1954. 


Fare Increase Warranted. The Massa- 
chusetts department decided that a motor 
carrier of passengers should be authorized 
to increase its fares where, even with the 
proposed fares, the company would con- 
tinue to show a loss on its over-all opera- 
tions before making any provision for pro- 
prietor’s salary or wages. Re Luddy, DPU 
11066, November 5, 1954. 


mission held that it is proper to attribute 
substantial value to a gas company’s fran- 
chise rights for the purpose of fixing the 
value of the company’s property for sale 
purposes, although such value is not allow- 
able as part of the rate base. Re Gas Distri- 
bution System, Case No. 430, November 
12, 1954. 


Telephone Return Allowance. A return 
of 4.25 per cent on a fair value rate base 
was considered reasonable for a telephone 
company by North Carolina commission. 
Re Eastern Rowan Teleph. Co. Docket 











Franchise Value. The New Mexico com- No. P-62, Sub 6, September 30, 1954. 
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Re Mt. Vernon Telephone Corporation 


No. 24,242 
October 22, 1954 


PPLICATION by telephone company for authority to increase 
A rates and charges; denied. 


Valuation, § 407 — Rate base — Burden of proof — Waiver. 
1. The burden of proof as to the valuation of plant and equipment neces- 
sary to support a rate increase application is upon the company seeking 
the increase, even though the filing, with the application, of a detailed 
inventory and appraisal of the company’s gross additions since its last 
rate base was determined had been waived, p. 4. 


Valuation, § 294 — Working capttal allowance — Offsets. 
2. No allowance for working capital or materials and supplies will be 
made where accruals for the payment of future taxes, customer deposits, 
advances on installation charges, and rents payable on future dates more 
than offset the company’s cash requirements, p. 6. 

Valuation, § 48 — Rate base — Additions and retirements — Replacements. 
3. In the determination of a telephone company’s rate base from a starting 
point consisting of the rate base determined in a proceeding several 
years earlier, additions and retirements made in the normal course of 
business may be reflected in the modification of the old rate base and must 
be distinguished from the replacement of a considerable portion of plant 
and property as the result of some abnormal occurrence or circumstance, 
such as fire, p. 7. 


Valuation, § 39 — Reproduction cost. 
4. The statutes relating to the fixing of plant valuation for rate-making 
purposes on the reproduction cost new less observed depreciation of utility 
property used and useful on a date certain do not intend that a company, 
for rate-making purposes, start with the value of one kind of property, 
bring it up to the date certain by adding net additions which include the 
[1] 1 6 PUR 3d 
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cost of another kind of property, and finally deduct from this valuation a 
depreciation figure determined by observing another, or third, kind of 
property, p. 7. 

Valuation, § 96 — Accrued depreciation — Rate base from earlier proceeding. 
5. A valuation proposed by a telephone company in a rate proceeding, con- 
sisting of the rate base determined by the commission in a proceeding 
several years earlier, less depreciation occurring in the intervening period, 
was rejected where a fire had destroyed a large part of the plant included 
in the original rate base, so that no opportunity would be afforded to either 
the commission, the protestants, or the applicant to make an observed 
depreciation study of the property, notwithstanding the fact that the prop- 
erty had been replaced, p. 7. 


Valuation, § 407 — Reproduction cost — Burden of proof. 
6. A telephone company seeking a rate increase has the burden of proving 
reproduction cost new less observed depreciation on its property used and 
useful in the rendition of public service as of the date certain, p. 8. 


Return, § 24 — Abslity to continue adequate service. 
7. It is not so much what a utility company is legally entitled to earn 
that is involved in the determination of reasonable return, but rather what 
the company must earn if it is to be able to continue that adequate service 
which its consumers have every right to enjoy and which by law the 
company is obliged to render, p. 8. 


Return, § 26 — Cost of money — Evidence. 
8. Testimony of the president of a telephone company as to the cost of 
money and the reasonable return to which the company was entitled was 
not considered sufficient, but it was held that the company should have 
introduced further evidence to support the cost of money based upon its 
actual capital structure, together with evidence to establish the fair return to 
which the company would probably be entitled, p. 8. 

Return, § 24 — Maintenance of credit. 
9. A telephone company seeking a rate increase based on a revised return 
allowance must maintain the burden of proof with respect to the main- 
tenance of its appropriate credit; without competent evidence the commis- 
sion cannot possibly come to an informed judgment on the fundamental 
issue as to what is a reasonable return, p. 8. 


(Martin, Commissioner, dissents.) 


> 


and charges for telephone service fur- 


By the Commission: This day, 
nished to its subscribers and to file 


after full hearings of which due no- 





tices of time and place were given to 
all parties in interest as provided by 
law, and the oral arguments made and 
briefs submitted by counsel for the 
parties hereto, this matter came on for 
final consideration of the application 
of Mt. Vernon Telephone Corporation 
requesting consent and authority of 
this commission to increase its rates 
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its Tariff P.U.C.O. No. 7. 

Mt. Vernon Telephone Corporation 
is an Ohio corporation operating ex- 
changes in the city of Mt. Vernon and 
the villages of Centerburg, Danville, 
Frederickstown, and Gambier, all in 
the counties of Coshocton, Delaware, 
Holmes, Knox, Licking, Morrow, and 


Richland, Ohio. 
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On August 26, 1953, Mt. Vernon 
Telephone Company filed with this 
commission its application with re- 
spect to the aforesaid matters and 
motion to approve the filing of the 
application without an accompanying 
detailed inventory and appraisal. 

On September 21, 1953, chief 
accountant, Edward E. Knaub, sub- 
mitted to the commission his certain 
report relative to the application of 
Mt. Vernon Telephone Company. On 
consideration of the application and 
motion of the applicant the commis- 
sion, on October 21, 1953, issued a 
directive to the chief engineer and 
chief accountant to proceed immedi- 
ately with their respective reports so 
that the secretary’s report may be 
submitted without delay. 

On October 23, 1953, the com- 
mission issued an order authorizing the 
filing of said application without a de- 
tailed inventory and appraisal pursu- 
ant to § 614-20, General Code of Ohio 
(4909. 17-4909. 18-4909.19 Revised 
Code), and also approved the legal 
notice. 

On October 23, 1953, the secretary’s 
report was dispatched by registered 
mail to the mayors of the incorporated 
municipalities of Mt. Vernon, Center- 
burg, Danville, Frederickstown, and 
Gambier and to the prosecuting at- 
torneys of Coshocton, Delaware, 
Holmes, Knox, Licking, Morrow, and 
Richland counties and upon applicant 
and its counsel. 

On November 24, 1953, the com- 
mission issued an order assigning this 
proceeding for hearing on December 
7, 1953, at 10 a.m., Eastern Stand- 
ard Time. 

On December 1, 1953, the com- 
mission on its own motion issued an 


order reassigning the hearing on Tues- 
day, January 19, 1954, at 10 a.m., 
Eastern Standard Time. 

On January 13, 1954, counsel for 
protestants filed a motion to dismiss 
application because of the failure of 
said company to file a complete oper- 
ating statement showing in detail all 
its receipts, revenues, and incomes 
from all sources, all of its operating 
costs and other expenditures. 

On January 13, 1954, counsel for 
protestants filed a motion to have 
hearing assigned in Mt. Vernon with 
respect to the utility of the prop- 
erty used by the applicant in render- 
ing telephone service and the quality 
of service. 

On January 14, 1954, counsel for 
company filed a motion requesting the 
commission to forthwith send _ its 
engineers to make service tests of 
applicant. 

On January 19, 1954, the com- 
mission heard the arguments on the 
motions and assigned further hear- 
ings on January 28, 1954. 

On January 21, 1954, the com- 
mission issued an order approving 
applicant’s motion and ordered the 
engineers to make investigation as to 
service. Mr. Martin dissenting. 

On January 21, 1954, the com- 
mission issued an order denying 
motion of protestants to assign hear- 
ings in this proceeding in Mt. Vernon, 
Ohio. Commissioner Winter dissent- 
ing. 

On January 19, 1954, Mr. John W. 
King and Darold I. Greek appeared 
on behalf of the municipalities, Mt. 
Vernon, Gambier, Danville, Freder- 
ickstown, and Centerburg and the 
Knox County Telephone Committee. 
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W. E. Hamaker appeared on behalf 
of the applicant. 

Hearings on the matter were held 
on January 19 and dates commencing 
January 28, February 3, February 10, 
1954, and the following appearances 
were made at said hearing: W. 
Hamaker, Canton, on behalf of the 
applicant; Power, Griffith & Jones, 
by Sidney D. Griffith, on behalf of 
the applicant; John W. King and 
Darold I. Greek, of Columbus, and 
Richard V. Wellman of Mount Ver- 
non, appeared on behalf of protestants. 


The company, in the presentation of 
its case to the commission, contends 
that the value of the plant as of De- 
cember 31, 1952, used and useful in 
the rendition of telephone service to 
the public, including an allowance of 
$75,440 for working capital and ma- 
terials and supplies, is not less than 
$2,777,049.55. In the company’s Ex- 
hibit A, attached to the application, 
they arrived at this valuation as fol- 
lows: 


Reproduction cost new, as found 
in Case No. 20,691, as of De- 
cember 31, 1948 

Additions less retirements (at 
book value) for the years 1949, 
1950, 1951, and 1952 

The applicant combined these 
two figures and alleges that the 
total reproduction new is then 


$2,453,501.66 


944,316.91 


$3,397,818.57 
The company then applies the per 
cent condition of 20.49 per cent 
as found in Case No. 20,691 as 
depreciation 
Deducting this figure as depreci- 
ation from the total reproduc- 
tion new figure, the company 
alleges that the total RCNLD 
valuation, as of December 31, 
1952, is 
To this figure they add working 
capital, including supplies .... 


$696,213.02 


$2,701,605.55 


And contend that the total mini- 
mum rate base, as of Decem- 
ber 31, 1952, is not less than $2,777,049.55 
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$75,444.00 


In the engineering portion of the 
secretary's report, identified in this 
proceeding as applicant’s Exhibit F, 
Mr. Weiland, the chief engineer, re- 
ports that trending would produce the 
following results : 





Gross Gross Net 
Year Additions Retirements Additions 
1949 $480,562.02 $158,269.79 $ 
1950 368,956.75 117,919.38 
1951 250,166.93 46,870.37 
1952 220,374.78 52,684.03 
Total $1,320,060.48 $375,743.57 $944,316.91 


Reproduction Cost New as of 


December 31, 1948 .......... 2,453,501.66 
Book Retirements trended: 
$375,743.57 X 198.44 = 
SL, a ra 745,625.54 
RCN of plant now in service 
which was in service in 1948 
& 1948 price levels ......... $1,707,876.12 
Remaining dollar plant in serv- 
ice at 1948 price levels 
$170787612 X 1147 ...... $1,958,933.91 
Gross Additions: 
1949 480,562.02 X 115.9 ... 556,971.38 
1950 368,956.75 X 109.3 ... 403,269.73 
1951 250,166.93 * 101.2 ... 253,168.93 
1952 220,374.78 X 100 .. 220,374.78 
Reproduction Cost New as of 
ae) $3,392,718.73 
Depreciation—20.49% ......... 695,168.07 
$2,697,550.66 
Materials and Supplies ......... * 74,885.00 
Wonang Capital .............. 24,808.00 
CO a $2,797,243.66 


[1] At page 14 of the transcript 
in this proceeding, the protestants 
moved to require the applicant to file 
a detailed inventory and appraisal of 
its property. This was denied by the 
commission. Protestants then moved 
that the applicant be required to file 
a detailed inventory and appraisal of 
its plant and property added since De- 
cember 31, 1948. Protestants’ attor- 
ney stated, “No, my motion is to re- 
quire the filing of a detailed inventory 
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and appraisal of the additions and bet- 
terments.” This motion was denied 
by the chairman in the following 
words: “The motion will be over- 
ruled, but it should be pointed out 
that the burden of proof of establishing 
the rates base, that the company is 
contending for, is upon the company. 
They must prove that. They are not 
in any way relieved of the obligation 
of proving the rate base.” (Empha- 
sis added. ) 

Hence the commission clearly stated 
its position that although the filing 
with the application of a detailed in- 
ventory and appraisal of the appli- 
cant’s gross additions was waived, the 
burden of proof as to establishing the 
valuation necessarily remained with 
the company. 

Mr. Edward E. Knaub, chief ac- 
countant of the commission, testified 
that a substantial portion of applicant’s 
property was retired between Decem- 
ber 31, 1948, and the date certain De- 
cember 31, 1952. He testified further 
that the new plant thus added during 
this period represented a substantial 
portion of applicant’s rate base. He 
also testified that the accounting staff 
of the commission had verified the 
gross additions and_ retirements 
claimed by applicant for this 4-year 
period from the company’s own rec- 
ords and books. A breakdown of such 
additions and retirements by account 
number of the property was furnished 
by Mr. Knaub. He stated further 
that no actual observed depreciation 
study was made of the plant added 
since December 31, 1948, the date 
certain of the previous rate proceed- 
ing. 

Mr. W. T. King, a telephone en- 
gineer employed by the company to 


make a field inspection of its plant and 
property, testified that he did not 
make a reproduction cost appraisal of 
applicant’s plant and property but that 
“based upon my observation and cal- 
culations, the depreciation applicable to 
the property as of December 31, 1952, 
would be less than 20.49 per cent.” 
He estimated that approximately 
ninety-six man-hours were spent on 
his inspection and analysis and that 
he was of the opinion that deprecia- 
tion of the company’s plant and prop- 
erty as of December 31, 1952, would 
be in the neighborhood of 15 per cent. 
Mr. King stated that he “took into 
consideration the type of plant that 
was still in and that the replacements 
which amounted to substantially 70 
per cent of the remaining plant had 
only deteriorated some two and one- 
half average years and that the plant 
that remained was the better part of 
the plant that was in service as of 
1948.” Mr. King’s observations were 
made on January 29, 30, and February 
1, and 2, 1954. 

The application in the instant pro- 
ceeding was filed with the commission 
on August 26, 1953. Before the filing 
of said application, most of the equip- 
ment in the largest central office (Mt. 
Vernon) operated by the applicant was 
destroyed by fire. On Friday, May 
22, 1953, a fire broke out on the third 
floor of the company’s telephone build- 
ing in the city of Mt. Vernon. The 
record herein shows that all of the 
central office equipment and every 
cable, both inside and immediately out- 
side of the building, together with one- 
third of the telephone building itself 
were destroyed. The replacement cost 
of this plant and property was esti- 
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mated at $450,000 by the president 
of the applicant company. 

The company reported that the in- 
stallation of new automatic dial equip- 
ment and intercity, 2-way dial toll cir- 
cuits, and other work was completed 
within twenty-four days. 

[2] Hearings in this proceeding 
were concluded prior to the decision 
of the Ohio supreme court in the recent 
City of Cincinnati v. Ohio Pub. Util- 
ities Commission (1954) 161 Ohio St 
395, 5 PUR3d 251, 119 NE2d 619. 
Therefore, in accordance with para- 
graphs 5 and 6 of syllabus of said 
case*, the amount included as mate- 
rials and supplies and working capital 
should be deducted from the rate base. 
Such a deduction from applicant’s pro- 
posed “minimum rate base’ would 
result in a so-called “minimum rate 
base” of $2,701,605.55. Elimination 
of the amount for materials and sup- 
plies and working capital from the sec- 
retary’s report (Applicant’s Exhibit 
F) would result in a trended rate base 
of $2,679.550.66. 

It should be noted with such de- 
ductions that the company’s so-called 
“minimum rate base” of $2,701,605.55 
exceeds the rate base of $2,697,550.66 
trended to the high prices of Decem- 
ber 31, 1952. 

It is here to be noted further that 
there are three different units of cen- 
tral office equipment co-mingled to- 
gether in the applicant’s proposed val- 
uation. The first unit was included in 
the applicant’s basic plant valuation, 
i. e., the reproduction cost new valua- 


tion found by this commission in Case 
No. 20,691 and included the common 
battery equipment in the Mt. Vernon 
central office which was later replaced 
by dial facilities during the period be- 
tween December 31, 1948, and Decem- 
ber 31, 1952. The second unit was 
included in the net additions for the 
years 1949, 1950, 1951, and 1952, 
also used in the application and con- 
sisted in part of the aforesaid first 
dial equipment which was later de- 
stroyed by fire. The third unit was 
included in the plant and property 
observed by applicant’s witness King 
to establish the per cent condition (i. 
e., the depreciation percentage to be 
applied in the instant case), and was 
the dial equipment which was installed 
in the Mt. Vernon exchange subse- 
quent to the fire along with other re- 
placements occasioned by the fire loss, 
such equipment having been installed 
during May and June, 1953. 

The plant and property observed by 
witness King was part of the plant 
included in the application and part of 
the plant which was installed after 
December 31, 1952, the latter prop- 
erty being the new property and equip- 
ment installed to replace that consid- 
erable portion of applicant‘s plant and 
property in the Mt. Vernon exchange 
which was destroyed by the May 22nd 
fire. Thus it was this new equipment, 
not used or useful as of the date certain 
(December 31, 1952), which was part 
of the property observed by witness 
King in estimating depreciation in this 
proceeding. 





* Editor’s Note: In the City of Cin- 
cinnati Case, customer contributions in 
the form of accruals for the payment of 
taxes, deposits to secure payment of 
' bills, advances on installation charges, 
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and collections of rents to be paid at 
future dates were used as an offset 
against the company’s working capital 
and materials and supplies allowance. 
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[3] It is the opinion of this com- 
mission that additions and retirements 
as made in the normal course of a 
company’s operations are to be dis- 
tinguished from replacement of a con- 
siderable portion of a company’s plant 
and property as the result of some 
abnormal occurrence or circumstance, 
such as the fire loss sustained by this 
applicant to its Mt. Vernon exchange. 
At the time the company filed its 
application on August 26, 1953, a por- 
tion of the property included in the 
applicant’s so-called “minimum” RC 
NLD valuation did not exist and 
had not been in existence since May 
22, 1953, when such property had been 
destroyed by fire. Nevertheless, appli- 
cant asks the commission in this rate 
proceeding to determine the repro- 
duction cost new less observed depre- 
ciation valuation of the company’s 
property used and useful in the rendi- 
tion of telephone service as of Decem- 
ber 31, 1952. 

At the time of filing its application, 
the Mt. Vernon Telephone Corpora- 
tion could have selected either June 
30 or July 31, 1953, as the date cer- 
tain, but it elected to select the date 
certain of December 31, 1952, although 
by June 30, 1953, all of the property 
destroyed by the fire had been replaced 
with new equipment. 

Paragraph E of § 499-9, General 
Code, reads as follows: 

“Depreciation, if any, from the new 
production cost as of a date certain, 
for existing mechanical deterioration, 
for age, for obsolescence, for lack of 
utility or for any other cause, if any, 
to be specifically set forth in detail.” 


The legislature has designated by 
this section the classes of depreciation 


for the purposes of valuation to be as 
follows: 

1. Existing mechanical deteriora- 
tion. 

2. Age. 

3. Obsolescence. 

4. Lack of utility. 

5. Any other cause. 

Under the facts and circumstances 
peculiar to this case, applicant is ask- 
ing the commission to fix the repro- 
duction cost new less observed depre- 
ciation valuation on a portion of its 
plant and property that is no longer in 
existence and has been replaced due 
to extraordinary circumstances and 
not as a result of normal replacements. 

[4] The Ohio law contemplates the 
fixing of plant valuation for rate- 
making purposes on the reproduction 
cost new less observed depreciation 
of the same plant and property that is 
actually in use and useful on the date 
certain. Certainly the statutes do not 
intend that a company, for rate-making 
purposes, start with the value of one 
kind of property, bring it up to the 
date certain by adding net additions 
which include the cost of another kind 
of property, and finally deduct from 
this valuation a depreciation figure 
that was determined or tested by ob- 
serving another, or third kind of prop- 
erty. 

[5] Under the facts and circum- 
stances herein, the commission cannot 
possibly determine the observed depre- 
ciation of that portion of applicant’s 
plant and property which was de- 
stroyed by fire on May 1953, simply 
because there was no opportunity 
afforded to the commission’s staff, the 
protestants, or applicant, to make an 
observed depreciation study of that 
property. Depreciation must be ob- 
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served depreciation and, while the com- 
mission did not make a detailed study 
of observed depreciation, the fact re- 
mains that even if the commission had 
undertaken an observed depreciation 
study, it could not have determined 
the observed depreciation on the plant 
and property destroyed by fire. 

Under the facts and circumstances 
herein, the commission cannot possibly 
comply with aforesaid § 499-9 and 
arrive at the valuation because of the 
paucity of evidence proffered by appli- 
cant. 

[6] The company has the burden 
of proving its reproduction cost new 
less observed depreciation valuation of 
its property used and useful in the 
rendition of telephone service as of 
the date certain and they cannot now 
complain when the commission finds 
they have failed to sustain their bur- 
den of proof. 

How can applicant or the staff of 
this commission possibly comply with 
the mandatory requirements of § 499- 
9, General Code? It is physically im- 
possible under the facts and circum- 
stances of this case. 

Where in the record did the appli- 
cant attempt to comply with the above- 
cited section? There is no evidence 
in this record showing the percentage 
and amount of each class of deprecia- 
tion and there is nothing in this record 
specifically setting forth the percentage 
and amount of each class of deprecia- 
tion “in detail” as required by this 
section. 

The commission for the foregoing 
reasons cannot comply with § 614-23, 
General Code, which requires it to 
give “due regard to the 
value of all of the property of the 
public utility actually used and useful 
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for the convenience of the public, 
.’ (Emphasis added.) 


[7-9] Moreover, even if the com- 
pany had established the valuation 
contemplated by § 499-9, General 
Code, it has failed to prove either 
what would be reasonable rates and 
charges or a fair rate of return. It is 
the opinion of this commission that 
it is not so much what a utility com- 
pany is legally entitled to earn that is 
involved in the determination of rea- 
sonable return, but rather what the 
said company must earn if it is to 
be able to continue that adequate utility 
service which its consumers have every 
right to enjoy and which the law of 
Ohio assumes said utility company 
will render. In the instant case, appli- 
cant relied solely on the testimony of 
its president to establish the cost of 
money and the reasonable return to 
which this company was entitled. It 
is the opinion of this commission that 
applicant should have introduced fur- 
ther evidence to support the cost of 
money based upon its actual capital 
structure together with further evi- 
dence to establish the fair return, or 
rate of return, to which this company 
may propertly be entitled. It is the 
judgment of this commission that an 
applicant company in a rate case to 
properly maintain the burden of proof 
should produce convincing evidence 
with respect to the maintenance of its 
appropriate credit and that without 
such competent evidence before it, it 
is difficult, if not impossible, for a 
regulatory body such as this commis- 
sion to reach an informed judgment 
on the fundamental issue of reasonable 
return. Accordingly, it is the opinion 
of this commission that the record 
of this case does not contain sufficient 
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supporting testimony and evidence to 
establish a reasonable return, or rate 
of return, to which this company may 
be entitled. 

For the foregoing reasons the com- 
mission finds, therefore, that the appli- 
cant company has failed to support the 
allegations in its application, in that 
it has failed to establish the valuation 
of its plant and property used and 
useful in the rendition of public utility 
service; and has failed to establish a 
reasonable return to which it may be 
entitled. It is, therefore 

Ordered, that the application herein 
be dismissed and that Applicant Tariff 
P.U.C.O. No. 6 remain in full force 
and effect until further order of this 
commission. 


MarTIN, Commissioner: I cannot 
concur with my colleagues that appli- 
cant has (1) failed to prove its val- 
uation and (2) failed to establish a 
reasonable return. 


1. Valuation 

In support of its application, the 
company submitted in evidence, as 
Applicant’s Exhibit E, the secretary’s 
report filed in Case No. 20,691 in 
which was set forth the reproduction 
cost new less observed depreciation 
value ($2,453,501.66) of the compa- 
ny’s properties as of December 31, 
1948. That figure was recommended 
by the engineering staff of this com- 
mission and was based upon a detailed 
inventory and appraisal. The com- 
pany also submitted in evidence, as 
Applicant’s Exhibit “K,” the detailed 
inventory and appraisal made by the 
commission’s engineers in that case. 
The uncontradicted evidence discloses 
that during the 4-year period between 
December 31, 1948, and December 31, 


1952, the date certain in this case, the 
company made gross additions to its 
properties in the amount of $1,320,- 
060.48 and retired property in the 
amount of $375,743.57 per books, re- 
sulting in net additions for the period 
of $944,316.91. 


The company, for the purpose of 
testing rates, proposed that in deter- 
mining the amount to be deducted for 
depreciation, its properties be treated 
as being in the same per cent condition 
as had been found in the previous 
case, namely 20.49 per cent depreci- 
ated. However, it contended that 
because of the gross additions the per 
cent depreciated was less than 20.49 
per cent. 

The results of the investigation, by 
the commission’s staff, of the com- 
pany’s application are set forth in the 
secretary's report filed in this case. 
In testing the value proposed by the 
company, the engineering staff of the 
commission deducted from the com- 
mission’s 1948 total valuation $2,453,- 
501.66, the property retired during 
the interim period at its 1948 appraisal 
value of $745,625.54 (instead of at 
book value as the company had done), 
and then trended the balance, $1,707,- 
876.12 (which represents the value of 
the property included in the 1948 
appraisal and still in service on De- 
cember 31, 1952) to 1952 price levels 
of $1,958,933.91 by the use of factors 
or translators. The gross additions 
made in each of the years 1949, 1950, 
1951, and 1952 (total $1,320,060.48 ) 
which were stated in the application 
at their cost were also trended to 1952 
price levels ($1,433,784.82) by use 
of translators. This computation is 
set forth in the secretary’s report. 
Treating the properties of the com- 
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pany as being depreciated 20.49 per 
cent as the company had proposed, 
the chief engineer of the commission 
in the secretary’s report concluded that 
the value of the company’s plant and 
property as of December 31, 1952, 
including an allowance for working 
capital, material, and supplies in the 
amount of $99,693 was not less than 
$2,797,243.66. This figure compares 
with the minimum rate base proposed 
by the company of $2,777,049.55 
which also includes an amount of $75,- 
444 for working capital and supplies. 
At the hearing of the company, for the 
purpose of testing the rates sought, 
offered to submit the case on the basis 
of the secretary’s report. In compli- 
ance with the decision of the Ohio 
supreme court in City of Cincinnati v. 
Ohio Pub. Utilities Commission 
(1954) 161 Ohio St 395, 5 PUR3d 
251, 119 NE2d 619, the commission’s 
valuation should be reduced to $2,- 
697,550.66 ($2,797,243.66-$99,693.- 
00) and the applicant’s valuation to 
$2,701,605.55 ($2,777,049.55-$75.,- 
444.00). 

While not objecting to the trend- 
ing of values, the protestants question 
the accuracy of the translators used in 
such trending in the secretary’s report. 
Mr. Weiland, chief engineer of the 
commission, testified he had tested 
them sufficiently to satisfy himself 
that they were conservative translat- 
ors. 

Furthermore, Mr. Weiland testified 
that had he used the indices of the 
Interstate Commerce Commission 
bureau of valuation for telephone and 
telegraph lines, instead of the com- 
posite indices, he would have arrived 
at a valuation of $3,731,000 as com- 
pared with the arrived-at value of $3,- 
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392,718.73 by the use of the composite 
indices. This would be an increase in 
the valuation of $338,281.27. Also 
Mr. King, the engineer employed by 
the company, testified that he had 
examined the factors used in such 
computation and that in his opinion 
they were conservative. In the absence 
of any testimony to the contrary the 
only conclusion that can be reached is 
that the engineering staff figures are 
conservative. 

The company did not make a field 
inspection on the date certain to 
determine the depreciation of its plant 
and property. Neither did the com- 
mission’s engineers in connection with 
their investigation of the application. 
Does the absence of evidence of the 
results of such an inspection prevent 
the commission from granting the re- 
lief sought in the application? Under 
§ 499-9 of the General Code we must 
take into consideration the existing 
depreciation thereon in arriving at the 
value of the company’s plant and 
property for the testing of the reason- 
ableness of the proposed rates. The 
statutes do not, however, specify the 
kind of evidence upon which the com- 
mission shall determine the amount to 
be deducted from the reproduction cost 
new value for depreciation. Certainly 
any evidence that would be available 
in a court of law may be presented 
to this commission. A review of the 
record discloses that there was no con- 
tradictory evidence introduced on this 
point so we are not confronted with 
the problem of weighing the evidence 
of one side against the other. It is 
undisputed that the reproduction cost 
new value and the amount of deprecia- 
tion of the company’s properties at 
December 31, 1948, was ascertained 
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and determined by the engineers of 
this commission in the above-men- 
tioned preceding rate case. As shown 
by the secretary’s report filed in that 
case “E” herein [omitted] and by the 
detailed inventory and appraisal made 
by the engineering staff of the com- 
mission in that case the reproduction 
cost new value for the company’s prop- 
erties was found to be, as of December 
31, 1948, $2,453,501.66 after deduct- 
ing observed depreciation of 20.49 per 
cent or $502,801.15. This per cent is 
a composite figure since some items of 
plant were found to be depreciated 
more than others as shown by Ex- 
hibit “K”’ herein [omitted ]. 

During the period between Decem- 
ber 31, 1948, and December 31, 1952, 
the date certain in this case, the com- 
pany retired property having a book 
value of $375,743.50, which retire- 
ments were verified by an audit of 
the company’s books by the accounting 
staff of the commission. This retired 
property, being then in service, was 
included in the property which the 
commission appraised in 1948. Re- 
stating such retired property in terms 
of the 1948 valuation, it appears that 
of the plant and property which appli- 
cant owned on December 31, 1948, 
and which was found to have a total 
reproduction cost new value of $2,- 
453,501.66, the portion subsequently 
retired was included in such valuation 
at the amount of $745,625.54. The 
remainder of the property valued in 
1948 which had a reproduction cost 
new value at that time of $1,707,876.- 
12 was still in service on December 
31, 1952, the date certain in this case. 
In other words, property of the com- 
pany representing approximately 30 
per cent of the total reproduction cost 


new value on December 31, 1948, had 
been retired from service prior to the 
date certain in this case. The com- 
pany witnesses testified that the plant 
so retired was the oldest plant in serv- 
ice on December 31, 1948, and which 
in the 1948 appraisal was found to 
be depreciated the most. If the com- 
posite depreciation in 1948 of all the 
company’s plant and property, includ- 
ing this highly depreciated plant since 
retired, was 20.49 per cent, then ob- 
viously the composite depreciation of 
that portion of the plant not retired 
and still in service on December 31, 
1952, was something less than 20.49 
per cent in 1948. 

In addition, during the period be- 
tween December 31, 1948, and De- 
cember 31, 1952, the company made 
gross additions to its plant at a cost 
of $1,320,060.48, which expenditures 
were likewise verified by the commis- 
sion’s accounting staff. The compa- 
ny’s witnesses testified that all the 
additional plant placed in service dur- 
ing this period was new and not sec- 
ondhand so that none of it could have 
been more than four years old on 
December 31, 1952. This new prop- 
erty would be little depreciated on 
December 31, 1952. It is important 
to note that this new plant of $1,320,- 
060.48 amounts to 60.53 per cent of 
the book value ($2,180,717.34 of the 
company’s plant as of December 31, 
1952. 

Standing alone this undisputed evi- 
dence as to the amount of property 
retired between December 31, 1948, 
and December 31, 1952, and the 
amount of new property added during 
the same period, has considerable pro- 
bative value of the fact that the plant 
and property as of December 31, 1952, 
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would not be depreciated more than 
20.49 per cent, which is the percent- 
age of depreciation found to exist on 
December 31, 1948, and which the 
company proposes be used for the test- 
ing of the reasonableness of the rates 
herein proposed. 

The other evidence introduced on 
the question of depreciation was the 
testimony of Mr. Weiland and Mr. 
W. D. King, an appraisal engineer. 
Mr. Weiland testifying as an expert, 
whose qualifications as such were not 
questioned by the protestants, stated 
that because of these retirements and 
additions made by the company subse- 
quent to December 31, 1948, and from 
his personal knowledge of the compa- 
ny’s properties, a field inspection, in 
his opinion, would not disclose greater 
depreciation than 20.49 per cent. He 
also said that in the December 31, 
1948, valuation study the commission 
engineers made a detailed depreciation 
study to arrive at the 20.49 per cent 
figure. 

Mr. King, a consulting engineer, 
specializing in telephone work, includ- 
ing valuations, made a field examina- 
tion of the company’s properties to 
determine the observed depreciation as 
of December 31, 1953. His inspection, 
except buildings and central offices, 
was by sampling, and some question 
has been raised in the brief of counsel 
for the protestants as to the sufficiency 
of his inspection. Suffice to say that 
the only evidence in the record on this 
score is the statement by Mr. King 
that a sampling test is considered suf- 
ficient in his profession and that in 
his Opinion his examination was suf- 
ficient to enable him to determine the 
observed depreciation. From his in- 
spection, Mr. King found that the 
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company’s properties were depreciated 
12.231 per cent (composite) as of 
December 31, 1953. Further he tes- 
tified that by ascertaining from the 
commission engineers’ 1948 detailed 
appraisal, the units of plant included 
therein which had been retired (as 
shown by the company’s plant records) 
between December 31, 1948, and De- 
cember 31, 1952, and the units of plant 
still in service, which he had inspected, 
and considering the new plant added 
prior to December 31, 1952, which he 
had inspected, he was able to ascertain 
the depreciation that existed on De- 
cember 31, 1952, and which in his 
opinion was approximately 15 per cent 
(composite). 

Does this testimony of Mr. King 
have any probative value as to the 
depreciation that existed on December 
31, 1952, the date certain? To say 
that it does not would be contrary to 
all precedent. In all cases where an 
inventory and appraisal (which in- 
cludes a depreciation study) is filed, 
there is some lapse of time between 
the date the application is filed and 
the date when the appraisal and inspec- 
tion is made. Actually, of course, an 
inspection of all a utility’s properties 
cannot be made in one day, and in the 
case of larger utilities it may take some 
time but this is not considered fatal. 
Then after the application is filed the 
commission’s engineering staff makes 
an appraisal as of the date certain. 
With a small staff and a crowded 
docket this inspection by the staff may 
be a year or more after the date certain. 
In making such appraisal, it is a com- 
mon occurrence for the engineering 
staff to make adjustments for changes 
in plant and property which occur 
after the date certain. In such cases 
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it has been the practice of the en- 
gineers for a great number of years 
to determine what depreciation existed 
back on the date certain even though 
they never saw the property. The 
same process would be employed by 
any engineer that protestants might 
employ ina rate case. Fundamentally, 
Mr. King, in reconstructing conditions 
of plant as the same existed on De- 
cember 31, 1952, did the same thing. 
If we now hold his conclusions have 
no probative value the same ruling 
should be applied to the conclusions 
of the commission’s engineers in other 
cases. Furthermore, the testimony of 
Mr. King as to the depreciation he 
observed on December 31, 1953, has 
its place in this proceedings if for no 
other reason than that it corroborates 
the opinion of Mr. Weiland and the 
contentions of the company that the 
retirement of old plant and the addi- 
tion of new plant since December 31, 
1948, resulted in an over-all improve- 
ment in the per cent condition of the 
company’s plant and property. 

The fact that the company’s plant 
and property was not more than 20.49 
per cent depreciated on December 31, 
1952, is amply established by the un- 
contradicted evidence alluded to above. 
The company sustained its burden on 
that issue. 

Included in the book value of the 
gross additions made between Decem- 
ber 31, 1948, and December 31, 1952, 
in the total amount of $1,320,060.48 
are additions made to central office 
equipment in the amount of $429,199.- 
69. These additions to central office 
equipment consisted in part of new 
local dial equipment installed in the 
Mt. Vernon exchange at the time of 
the conversion of that exchange from 


common battery to dial service in 
1949, There is no breakdown in the 
record of the central office equipment 
additions between exchanges of the 
company or between local and toll 
switchboards and therefore the record 
does not disclose what part of this 
$429,199.69 was expended for the Mt. 
Vernon exchange local central office 
equipment, or how much was for 
equipment installed in other exchanges. 
After the date certain, a disastrous 
fire occurred in the Mt. Vernon ex- 
change office. The toll equipment then 
in use and the new local central office 
dial equipment recently installed there- 
in were destroyed. Prior to the hear- 
ings in this proceeding, the toll board 
so destroyed had been replaced with 
new automatic inter-city toll boards 
of larger capacity and the local dial 
central office equipment so destroyed 
had been replaced with new local dial 
equipment of larger capacity. This 

was admitted by protestants. 
Although admitting that the de- 
stroyed equipment has been replaced, 
counsel for protestants in their brief 
contend that the company is not en- 
titled to have the value of the destroyed 
property included in the rate base for 
to do so would be “asking the commis- 
sion to allow it to earn a rate of return 
on property which is no longer in 
existence.” While they do not ex- 
pressly so state, it is assumed counsel 
would object to the inclusion of the 
value in the rate base of the replace- 
ment equipment since it was not in 
service on the date certain. In their 
brief counsel admit that in the ordinary 
course of events a well-run telephone 
company is constantly retiring old 
property and equipment. This is true 
and in all rate cases, as pointed out 
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above, some of the plant in existence on 
the date certain will have been replaced 
not only by the time the hearing is 
had but by the time the application is 
filed, but counsel contends this is an 
extraordinary situation. The only 
thing that was extraordinary about it 
was that the replacement was necessi- 
tated by fire, which of course means 
nothing. Let us suppose the replace- 
ment is made in connection with the 
conversion of a magneto or common 
battery exchange to dial like this com- 
pany did in its Mt. Vernon exchange 
in 1949. Such a replacement would 
likewise involve a retirement of a sub- 
stantial amount of plant and a sub- 
stantial addition to plant. While such 
replacement would not be routine it 
would be a normal replacement in keep- 
ing with the progress of the Art of 
Telephony. If the contention of prot- 
estants is sound then no telephone 
company would dare make a major 
replacement to plant between the date 
certain and the date of the disposition 
of the case, no matter how much it is 
needed to improve service, unless the 
company is willing to pay the penalty 
of having the value of the replaced 
property thrown out of its rate base. 
This commission has been bending 
every effort to secure improved serv- 
ice to the public where needed. For 
this commission to rule as the protes- 
tants contend it should and thereby 
raise this impediment to progress, 
would, to say the least, be an incon- 
sistent act on its part. 

Counsel for protestants infer that 
there might be no merit to their con- 
tention if the replacement occurs after 
the application is filed, whereas here 
it occurred before. Whether the re- 
placement occurs before or after the 
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application is filed should make no 
difference from the standpoint of the 
ratepayers, in that in both cases the 
replaced property is no longer in exist- 
ence. Also, in both cases the problem 
of valuing the replaced property is the 
same. 

In view of the facts that the central 
office equipment in the Mt. Vernon 
exchange in the commission’s 1948 
valuation was magneto equipment 
(which was 50 per cent depreciated 
in that valuation); that this was re- 
placed by new dial equipment; that 
the dial equipment after the fire was 
replaced with new and larger dial 
equipment; that all of these facts are 
admitted by both the company and 
my colleagues; that the people of Mt. 
Vernon are now receiving telephone 
service in Mt. Vernon and have been 
except for the reconstruction period 
following the fire, seems to me that 
my associates are straining the reason- 
ing process to say that the valuation 
was not proved because the property 
destroyed by fire, or the original mag- 
neto equipment is no longer in exist- 
ence. 

The majority indicates that the 
company should have selected either 
June 30 or July 31, 1953, because 
x all the property destroyed by 
the fire had been replaced with new 
equipment.” The unreasonableness of 
this statement can be seen when one 
realizes that because of the fire during 
this period both the revenues and ex- 
penses would have been abnormal. 
The commission would have had a 
problem not only as to valuation but 
also as to what would be reasonable 
revenues and expenses. The selection 
of December 31, 1952, as the date 
certain was more plausible as it gave 
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the commission a normal picture of 
revenues and expenses against which 
the rates sought could be tested. 


2. Reasonable Return 

The record shows that applicant’s 
estimated revenues from its proposed 
rates would amount to $728,292.53 
which would result in an amount 
available for fixed charges of $160,- 
286.09. This amount was verified and 
is contained in the accounting report 
section of the secretary’s report and 
further verified by the testimony of 
the chief accountant of the commis- 
sion. 

Section 614-23 General Code reads 
in part: 

“Whenever the commission shall be 
of the opinion, after hearing, that any 
fete ...8 unjust... 
or that the maximum rates, 
chargeable by any public utility are 
insufficient to yield reasonable com- 
pensation for the service rendered, 

the commission shall with due 
regard among other things, to the 
value of all of the property of the 
public utility used and useful for the 
convenience of the public, and 
to the necessity of making reservation 
out of income for surplus, depreciation, 
and contingencies, fix and 
determine a just and reasonable rate, 

. to be thereafter . . . charged, 


” 


In order to determine the reason- 
ableness of this amount it is necessary 
to determine what this will do in the 
way of payment of interest, dividends, 
and surplus. 

The capital structure of the company 


as shown in protestants’ Exhibit No. 
1 is as follows: 


Amount Rate 
| 5511 a a $225,500 3.25% 
ISEB oe kh aa 345,000 3.5 
130111 Ci EI eee aie Sree a 247,000 3.625 
Preferred Stock .......... 300,000 6.0 
Preferred Stock .......... 100,000 3.25 
Preterred Steck .............- 105,700 5.0 
Common Stock ........... 300,000.00 
MECHSE er cee 197,831.44 


Uncapitalized Expenditures 362,685.90 
= Equity of Common 


Following the filing of the com- 
pany’s application, the commission in 
a financing matter filed by the appli- 
cant authorized an additional issue of 
bonds. This was done “In the matter 
of the application of Mt. Vernon Tele- 
phone Corporation for authority to 
issue and sell $175,000 principal 
amount of first mortgage bonds, series 
D,” being No. 24,413 on the commis- 
sion’s docket. The full commission, 
on November 24, 1953, authorized the 
company to sell its first mortgage 
bonds, series D, in the principal 
amount of $175,000, to bear interest 
at 43 per cent. These bonds have been 
sold and delivered. This order also 
recites that the company has retired 
$27,500 of its outstanding securities. 
The order indicates that after the issu- 
ance of the additional bonds the un- 
capitalized capitalizable balance will 
be $360,528.26. 

Therefore, the true now existing 
capital structure with interest and divi- 
dend rates, and dollar amounts is set 
out below to show what the proposed 
net earnings available for fixed charges 


($160,286.09) will accomplish : 
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Charges, 
Dividends 
Amount _ Rate & Surplus 
UMAR Rr ie ce Pen, AS ow SE ch Si ont oc ea . $175,000 4-3/8% $ 7,656.65 
0 Se er ere ee eRe RECe mice Aki 225,500 3.25 7,231.25 
oe Eee B eS Se ears oy hic eee ene ry enn ae ee eee 317,500 3.5 11,112.50 
NN Mts en CS ale ink is inna av Ge nemia 247,000 3.625 8,953.75 
NINE RNIN Sa. fate 20 ono SSN Go Ces cintiye es oem aement 300,000 6.0 18,000.00 
Preferred Stock ....... Eee ae ne See a a OT 100, 3.25 3,250.00 
en 22 tle on Aces Ge in See clas Ue 105,700 5.0 5,285.00 
Total Annual Interest Charges And Preferred Stock 
CN SE eel ie i mene Peete $61,488.75 
SUSIE is Ph te aah re A i oe i ewe inkinmal 300,000.00 
RN CE et ee ae at ce seat aes esac send 197,831.44 
Uncapitalizated Expenditures .......... 0.00. .0ceeceevecees 360,536.54 
Total Equity of Common Stock Shareholders ....... ... 858,367.98 6.0% $1,502.07 
Total Interest Charges and Dividends . ........ Rear $112,990.82 
PASE TSIEN TINS sss oon es scare snsis sc aenedaecas 47,295.27 
Total Amount Available for Interest Charges, Dividends 
ee AS Ae $160,286.09 


aE eee eee en nen era ae 


Six per cent is used as the rate on 
common stock equity. This is a con- 
servative dividend rate and is reason- 
able. 

A study of the above table indicates 
that applying the amount available for 
fixed charges ($160,286.09) in the 
manner as indicated results in a pay- 
out ratio of 70.49 per cent ($160,286.- 
09--$112,990.82). Under all of the 
facts and circumstances in this case 
this ratio is not unreasonable. 

It should be pointed out at this point 
that the holders of the common shares 
have foregone all dividends since 
1946. What could have been paid 
to this class of shareholders was 
plowed back into plant which has en- 
dured to the benefit of the company’s 
subscribers. 

The record shows that the revenues 
which would be derived from the pro- 
posed rates would produce a rate of 
return of 5.99 per cent upon the rate 
base of $2,677,307 which is not un- 
reasonable. 

The evidence also shows that the 
present earnings are so low as to be 
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confiscatory beyond any doubt. The 
secretary’s report indicates that the 
rates now in effect result in an amount 
of $83,782.78 being available for 
fixed charges. An examination of 
what this will do clearly demonstrates 
the unjustness of the present rates 
and the unlawfulness of the majority 
order. Applying the present amount 
of earnings to the capital structure 
presents an alarming picture of the 
company’s inability to finance further 
improvements demanded by the pub- 
lic. [Table on p. 17]. 

Attention is invited to the fact that 
the earnings of $22,294.03 on the 
common stock equity amounts to 2.59 
per cent which is clearly confiscatory. 
It should also be noted that there is 
nothing available for surplus. 

In the light of all the facts and evi- 
dence in this case, it is an abuse of 
discretion on the part of the majority 
to say that the company has not 
proved a reasonable return. It should 
be pointed out that the record shows 
that company president has been fi- 
nancing telephone companies for the 


Pe EEE capes ca 
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RE MT. VERNON TELEPH. CORP. 








Charges, 
Dividends 
Amount’ Rate & Surplus 
PRMD ADI BRS ore 2 ib te es hn scSinsiots “dniaybRhaeeiMirnctertnaeeteate ee 4-3/8% $ 7,656.65 
PTR ois ae 55 Mesa rereronts sarc cavhy 4 Bo ala Meuse teenie ae 3.25 7.23125 
PRIE RS chris, 3. CU Ack tials ksh ee ind che Peta 3.5 11,112.50 
ERM Ee Saisie isle Ussleratad eettemas 3.625 8,953.75 
Preferred Stock 6.0 18,000.00 
Preferred Stock 3.25 3,250.00 
Preferred Stock 5.0 5,285.00 
Total Annual Interest Charges and Preferred Stock 
MOEMEOIIIBS <5 20/56 CONG rs on a BA ROI SAR erailolke ha mieten $61,488.75 
MR PISEEMRT INTUTE eGo ssi wink oer E RY ations ese 300,000.00 
NEUE RAIN oe Sees en hi enai clay Sey. he ah Lae essa ING wk 197,831.44 
Wrcapstalived EXPenditares= o.oo ick cate esis esis oaceees 360,536.54 
Total Equity of Common Stock Shareholders ........... 858,367.98 2.59% 22,294.03 
Total Interest Charges and Dividends .................. 83,782.78 
Amount Left for Surplus ............ iy ACK Lh gM none 
Total Amount Available for Interest Charges, Dividends, 
ET ESTEIE DEMIR oles ate a ee alee ers wea tel ey oa $83,782.78 


past thirty years. During that time 
he has raised money in the amount of 
$50,000,000. From actual experience 
he is well qualified on the cost of money 
and the return necessary to sell secur- 
ities, and maintain credit. His testi- 
mony on this point is uncontradicted 
in the record which at least establishes 
a prima facie case on the reasonable- 
ness of the return. Furthermore it 
seems strange for the majority to re- 
ject his testimony at this point in 
view of the fact that over the past 
four years the commission has accepted 
his testimony and advice in approxi- 


mately twenty or twenty-five financing 
matters which the commission ap- 
proved by orders involving about $6,- 
000,000. 

In view of the fact that the 
majority has assigned only two rea- 
sons for ordering the dismissal of the 
application, it is inappropriate at this 
time for me to comment upon the many 
other issues involved in this matter. 

For the above reasons I dissent. In 
my opinion the majority order is un- 
reasonable, an abuse of discretion, and 
unlawful. 
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Re Southern Bell Telephone & 
Telegraph Company 


Case No. 2721 
September 1, 1954 


PPLICATION by telephone company for authority to increase 
A rates; modified increase authorized. 


Rates, § 120.1 — Test period — Recognition of changes. 
1. An average rate base should be related to revenues and expenses of a 
given test period, for the purpose of testing the reasonableness of telephone 
rates; but when an actual test period is used, it must be considered in the 
light of conditions as they exist, or as of the latest information before the 
commission, p. 19. 


Apportionment, §61 — Telephone company — Interstate and sntrastate prop- 
erties. 
2. The commission, in the absence of a more equitable method, will adopt 
the principles set out in the Charleston modification of the NARUC Separa- 
tions Manual, in separating the interstate and intrastate properties of a 
subsidiary telephone company, p. 20. 


Revenues, § 10 — Interest during construction. 
3. Interest charged during construction should be included as revenue where 
plant under construction has been included in the company’s rate base, 
p. 20. 

Valuation, § 294 — Working capital — Cash accruals. 
4. Working capital will be excluded from a telephone company’s rate base 
where advance revenues for exchange service and tax accruals are available 
for the general conduct of its business and will cover cash requirements, 


p. 21. 


Valuation, § 75 — Reproduction cost — Current cost estimate. 
5. A current cost estimate contemplating pricing at year-end prices of the 
entire property of a telephone company, including manual offices which 
would not be reconstructed because of dial conversion, does not meet the 
statutory reproduction cost requirement when reconstruction of the property 
would require a period of years, over which prices would vary, p. 22. 


Valuation, § 39 — Rate base — Current cost. 
6. Current cost will be considered in determining the rate base of a telephone 
company even though it does not meet the statutory requirement of repro- 
duction cost as a going concern, p. 22. 


Return, § 41 — Subsidiary telephone company — Capital structure of parent. 
7. The commission, in considering the capital structure of that part of a 
subsidiary telephone company’s operations devoted to intrastate use, will 
look at the underlying capital structure of the parent corporation, p. 23. 
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Return, § 111 — Telephone company. 


8. An increase slightly higher than required by a telephone company was 
deemed warranted where the company’s rural development program and 
future increases in employee compensation and other expenses would tend 
to reduce the return to the neighborhood of 6 per cent on net investment, 
or 4.6 per cent on current cost, which the commission considered adequate, 


p. 24. 


By the Commission: On the 3lst 
day of March, 1954, the Southern Bell 
Telephone and Telegraph Company 
(hereinafter referred to as Bell) filed 
with the commission its duly verified 
notice that it proposed to change its 
rates relative to its Kentucky intra- 
state telephone service to be effective 
on and after the 2lst day of April, 
1954. This matter was assigned Case 
No. 2721. Having considered this 
notice, the commission, pursuant to 
Chapter 278.190, Kentucky Revised 
Statutes, entered its order on April 2, 
1954, suspending the proposed revi- 
sion for a period of five months from 
and after April 21, 1954. 

Hearings on this matter were con- 
ducted at the offices of the commission 
at Frankfort, Kentucky, on April 22, 
1954, and May 26, 1954, and an addi- 
tional hearing was held in the Alder- 
manic Chambers of the city of Louis- 
ville, Kentucky, on May 27, 1954. 


Test Period 


Evidence in this case is based on 
Southern Bell’s operations for the 
calendar year 1953. We find that this 
period, as hereinafter adjusted, is 
proper for the purpose of testing the 
reasonableness of the proposed rates. 

[1] We further find that in this 
case an average rate base should be 
related to the operating results of a 
given test period for the purpose of 
testing the reasonableness of rates. 


The practice of relating the operating 
results to the rate base at the end of 
the period, as suggested by certain of 
Bell’s evidence in this case, would not 
be proper without bringing all reve- 
nues and expenses to the year-end 
level. This would obviously be a diffi- 
cult procedure considering the con- 
stant change in number of subscribers, 
prices of materials used by the utility 
in rendering service, and other items 
that enter into the operation of the 
utility. On the other hand, the actual 
operating experience and the average 
plant balances are readily determined 

from the utility’s books of accounts. 
Where rates are in question, we are 
of the opinion that any adjustment in 
rates must contemplate that they will 
be adequate to provide a fair return 
over a reasonable period of time. Rate 
cases are costly and as, in most cases, 
it is the ratepayer who must ultimately 
pay those costs, we do not believe that 
it is in the public interest that such 
cases be too frequent. It therefore 
follows, when an actual test period is 
used, that we must consider this test 
period in the light of conditions as 
they exist now, or as of the latest in- 
formation before us. Then, the actu- 
al test period should be adjusted to re- 
flect known changes that have 
occurred since the test period or are 
not fully reflected therein. This does 
not mean that we must consider esti- 
mates or forecasts of possible changes 
6 PUR 3d 
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in operations when such changes are 
still in the realm of speculation. 


Separations 


[2] Inasmuch as Bell’s property is 
devoted to rendering both interstate 
and intrastate service, it is necessary 
for the purpose of this case to deter- 
mine Bell’s Kentucky intrastate prop- 
erty, revenues, and expenses which 
are under the jurisdiction of this com- 
mission. This Bell has done by use 
of the principles set out in the Separa- 
tions Manual of the National Associa- 
tion of Railroad and Utilities Com- 
missioners, as modified by the so- 
called Charleston Plan. This is the 
same separation method that has been 
employed in the Bell’s last two rate 
cases before this commission. It ap- 
pears that the Federal Communica- 
tion Commission recognizes this meth- 
od, at least on a temporary basis. It 
also appears to be the most widely 
used method among the state regula- 
tory commissions for the purpose of 
separating the operations of the Bell 
System among jurisdictions. 

We have reason to believe that this 
separation method may not give en- 
tirely equitable results, particularly in 
view of the disparity between intra- 
state and interstate toll rates, and 
therefore merits further study. How- 
ever, in the absence of a more equi- 
table method, we will adopt the prin- 
ciples set out in the separations manu- 
al, as modified, for the purpose of this 
case. 


Revenues 


Bell’s actual intrastate gross reve- 


nue for the test period appears to be as 
follows :* 


Local Service Revenues ........ $21,638,180 
Toll Service Revenues ......... 5,148,066 
Miscellaneous Revenues ....... 1,772,819 
Uncollectible Revenues ........ (60,441) 

Total Operating Revenues .... $28,498,624 


This should be adjusted for three 
items, namely: the effect of the rates 
granted in Case No. 2446 ( [1953] 
98 PUR NS 511), before this com- 
mission and not fully reflected in the 
year 1953, interest charged during 
construction, and increased directory 
advertising revenues. 

The rates prescribed in Case No. 
2446, supra, were made effective 
January 5, 1953. Had they been 
effective for the entire year, the reve- 
nues would have been increased by the 
sum of $8,698.* 

[3] The intrastate portion of the 
interest charged during construction 
for the year 1953 was in the amount 
of $63,428. This is the interest that 
Bell charged on its investment in 
plant under construction during 1953 
and capitalized in its plant accounts, 
in accordance with the uniform system 
of accounts. It is our opinion that 
this should be included as an income 
item for the purpose of this case in- 
asmuch as the various rate bases con- 
sidered have included the construction 
work in progress. 

The record shows that during the 
last half of 1953 and the first six 
months of 1954 Bell increased its direc- 
tory advertising rates by a total amount 
of $165,480, of which $82,761 was not 
reflected in its 1953 operations.* We 





1 Groce Exhibit 1. 

& Groce Exhibit 2. 

8 Response to Staff Request No. 1, Work 
Sheet 13. 
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are of the opinion that for the purpose 
of this case the 1953 income should be 
increased by this amount. 


Summarizing these adjustments 
we have: 
Actual Revenues for 1953: ...... $28,498,624 
Adjustments: 


Rates Prescribed in Case No. 
2 8,698 


Interest Charged during Con- 


MURITERION hiss tris be 5 cob ree 63,428 
Directory Advertising ........ 82,761 
Total Adjustments ........... $ 154,887 

Adjusted Revenues for 1953: .... $28,653,511 


Expenses 


Bell’s actual intrastate operating ex- 
pense for 1953 appears to have been 
some $24,869,960. Several adjust- 
ments to these actual expenses are set 
out in the evidence and appear to be 
proper. These adjustments, making 
proper allowance for the effect on in- 
come taxes, are: 


Wage adjustments to employees 





not fully reflected in 1953 .... $ 133,5778 
Increase in toll compensation for 

intrastate messages handled at 

Louisville Toll Board ........ 154,0757 
Increased Directory Expenses .. 76,6348 
Rates allowed in Case No. 2446 4,6569 
Total Adjustments: «2. 6s.5..%.. $ 368,942 
Adjusted Expense for 1953: ... $25,238,902 


History and Development 


Rate Base 


Bell has rendered service to sub- 
scribers in Kentucky for many years, 
and today is the largest telephone util- 
ity operating in the commonwealth. 
During the years following World 
War II, it has undergone rapid expan- 
sion, as noted elsewhere in this opin- 


ion, approximately doubling the num- 
ber of telephones in service. This 
rapid growth was attended by some 
difficulties in rendering satisfactory 
service, particularly with reference to 
held applications for service and re- 
grading of service. This situation is 
now substantially improved but still 
confronts the utility as the evidence 
shows that there are still some 7,959 
held applications for service and 9,190 
for regrading at the end of 1953.?° 
However, we believe that this utility 
has, in general, rendered an excellent 
grade of telephone service to its Ken- 
tucky subscribers. 


Original Cost 


The net average original cost of 
Bell’s Kentucky intrastate properties 
for 1953 appear to be as follows :™ 


Telephone Plant in Service ...... $79,143,038 
Telephone Plant under Construc- 


CNN. Shoes Serene een ia at 1,329,633 
Property Held for Future Use 128,084 
Material and Supplies .......... 869,814 

5200 EM RPS tre a eer $81,470,569 
Less: 
Reserve for Depreciation ...... 17,434,861 


Net Average Original Cost .... $64,035,708 


[4] Bell suggests the addition of 
$453,199" as “Cash Requirements.” 
This, presumably, is the cash claimed 
as necessary for the ordinary conduct 
of its business. Revenues from ex- 
change service are collected, at least 
partially, in advance of rendering the 
service, and in addition large sums of 
money will be accrued for the purpose 
of paying income taxes in advance of 
the due date of those taxes. Inasmuch 





5 Groce Exhibit No. 1. 
6 Groce Testimony, p. 22. 
7 Groce Testimony, p. 24. 
~ — to Commission Staff Request 
o. 20. 


Groce Testimony, p. 19. 

10 Green Testimony, p. 6. 

11 Response to Commission Staff Request 
No. 1, Work Sheets 3 and 13. 

12 Hatfield Exhibit 5. 
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as Bell will have these sums available 
for the general conduct of its business, 
we are of the opinion that they will at 
least cover the cash requirements. For 
these reasons we have made no allow- 
ance for cash working capital as a rate 
base item. 

The item of Property Held for Fu- 
ture Use should be decreased by some 
$46,034 as suggested in Bell’s evi- 
dence.** This gives an adjusted net 
average original cost rate base of $63,- 
989,674. 


Cost of Reproduction 
as a Going Concern 


Bell’s evidence in this case shows 
clearly that a large portion of the exist- 
ing plant has been built since World 
War II. Green Exhibit 1 shows that 
the number of telephones in service has 
doubled since 1945: 


Telephones in Service December 31, 


RR Ree EN eee 186,449 
Telephones in Service December 31, 
SOS Ltn A Ree a a 372,048 


During the same period, Bell’s net 
intrastate investment has _ almost 
tripled, as indicated by response by 
witness to question by commission 
counsel in the hearing on May 26, 


1954: 


“Net Average Investment Year 
Se nuts ee oe $22,378,922 


... $64,330,435” 


Thus much of Bell’s plant today has 


been added at the relatively high cost 
levels during the postwar period, and 
the cost of reproduction today of that 
portion may be little if any greater 
than the actual investment. 

Then, too, Bell’s material costs are 
somewhat lower than the peak of the 
postwar inflation period. Evidence in 
these and previous cases shows that 
Bell purchases substantially all of its 
material, both for plant and opera- 
tions, from an affiliate, Western [Elec- 
tric Company. That evidence shows 
also that Western Electric Company 
has made several price reductions 
since 1948, one as late as 1952, which 
resulted in an over-all reduction of 
approximately 18 per cent.’* In spite 
of these reductions, Western Electric’s 
earnings on its investment in plant 
in 1953 were higher than any year 
since 1948,” and it paid during 1953 
the sum of $10,619,107% in excess 
profits taxes to the federal govern- 
ment. 


[5,6] Bell’s evidence in this case 
sets out an estimated “Current Cost” 
of property as of December 31, 1954, 
and a related “Current Cost Value” 
of property. This latter was arrived 
at by deducting a reserve computed by 
giving it the same relation to the actual 
reserve as the “Current Cost’’ of the 
depreciable property has to the related 
original cost of the depreciable prop- 
erty. Using Bell’s estimate, we ar- 
rive at a “Current Cost” intrastate 
rate base as of December 31, 1953, as 
follows :” 





13 Hatfield Testimony, p. 45. 

14Report Special Telephone Committee to 
NARUC 1953. 

15 Report of Special Telephone Committee 
to NARUC 1949, 1950, 1951, 1952, 1953. 
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Telephone Plant in Service .... $103,776,510 
Telephone Plant Under Con- 
struction ...... Pe oie 1,119,444 
Telephone Plant Held for Future 
CS ae ee Sava 76,313 
Materials and Supplies ......... 859,139 
$105,831,406 


Less: 


“Depreciation on Current Cost” 22,454,457 


$ 83,376,949 


This record does not set out what 
the average “Current Cost” would be 
for the test period, but we can assume 
that it would be somewhat less than 
this year-end figure. 

We do not believe that this “Cur- 
rent Cost’ estimate meets the require- 
ment of the Kentucky Statute for 
“cost of reproduction as a going con- 
cern.” As we understand the evi- 
dence, it contemplates pricing the en- 
tire property at December 31, 1953, 
prices. It is obvious that reconstruc- 
tion of this property on a practical 
basis would require a period of sev- 
eral years, over which time prices 
would vary somewhat. For example, 
to have Southern Bell’s property re- 
produced as it existed in December 31, 
1953, it would have been necessary to 
have started several years prior to that 
time, say 1950 or 1951. It also con- 
templates current cost of existing 
manual central offices, whereas South- 
ern Bell is now engaged in a program 
of converting its manual offices to 
dial operation. We do not believe that 
a responsible management would con- 
sider reconstructing a manual central 
office at this time. 

Nevertheless, keeping these limita- 
tions in mind, we have considered 
Southern Bell’s “Current Cost’ rate 
base. 


Capital Structure 
[7] We find that Southern Bell is 


a wholly owned subsidiary of the 
American Telephone and Telegraph 
Company. It pays large sums annu- 
ally to the parent corporation under 
the so-called License Contract and 
purchases essentially all of its materi- 
als used in rendering telephone service 
from another wholly owned subsidi- 
ary of the parent corporation, the 
Western Electric Company. This 
corporate relationship is stressed by 
Southern Bell’s witness, Duncan, who 
states, “The Southern Bell Company 
is an integral part of the Bell System 
and its stock is owned entirely by the 
American Telephone and Telegraph 
Company.—The Bell System is a 
closely integrated group of compa- 
nies including the American Tele- 
phone and Telegraph Company, nine- 
teen other operating telephone com- 
panies, including the Southern Bell 
Company, together with the Western 
Electric Company and the Bell Tele- 
phone Laboratories——The Bell Sys- 
tem is financed as a whole. Many ad- 
vantages flow from this arrange- 
ment.’”"8 

Because of this corporation relation- 
ship, we find that in considering the 
capital structure as related to the Ken- 
tucky intrastate operations, we must 
look at the underlying capital struc- 
ture of the parent corporation, Ameri- 
can Telephone and Telegraph Com- 
pany. 

The rates prescribed herein will 
ultimately produce a return of approxi- 
mately 6 per cent on net average in- 
vestment. Obviously, the Kentucky 
intrastate operations should only be 
expected to contribute its proportion- 
ate part to the Bell System’s earnings. 
The record shows that if the entire 





18 Duncan Testimony pp. 7 and 8. 
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Bell System earned a return of 6 per 
cent on net investment under its actual 
capital structure as it existed Decem- 
ber 31, 1953, the parent corporation, 
American Telephone and Telegraph 
Company, would earn $11.97 per 
share of its common stock.” This 
would enable it to pay its historical 
dividend of $9 per share and have 
$2.97 left over for additional dividends 
or for surplus. 


Other Elements of Value Recognized 
by the Law of the Land for 
Rate-making Purposes 


In this case, a net investment rate 
base would be practically identical to 
the original cost rate base inasmuch 
as Southern Bell has no appreciable 
Kentucky intrastate plant acquisition 
adjustment. 


Summary 


The schedule of rates contained in 
Exhibit A [omitted] will produce 
additional intrastate gross revenues 
in the amount of approximately 
$1,245,769, based upon the operations 
for the year 1953. This will produce 
additional net revenues in the amount 
of $584,936, after giving considera- 
tion to increased income taxes. 

[8] While rates prescribed herein 
will, based solely on the adjusted oper- 
ating expense for the test period, pro- 
duce revenues slightly higher than we 
believe would be required by this util- 
ity, nevertheless we must recognize 
certain factors that will in the near 
future tend to depress these earnings. 
An aggressive rural development pro- 
gram, increases in employee compen- 
sation, and other expense adjustments 





19 Response to Commission Staff Request 
No. 17. 


will in our opinion reduce these theo- 
retical earnings to the neighborhood of 
6 per cent on its net investment or 
4.60 per cent return on its “Current 
Cost” as developed in this record. 
These earnings would enable the 
American Telephone and Telegraph 
Company to pay its historic $9 divi- 
dend per share of common stock and 
have $2.97 per share left over for addi- 
tional dividends or surplus provided 
all of the Bell System earned a com- 
mensurate return. 

It is intended that the rates should 
enable Southern Bell to absorb these 
additional costs and operate for a rea- 
sonable time in the future without 
seeking rate relief from this commis- 
sion. 

Having considered the history and 
development of the Kentucky intra- 
state operations of the Southern Bell 
Telephone Company, its original cost, 
its cost of reproduction as a going con- 
cern, its capital structure, and other 
elements of value recognized by the 
law of the land for rate-making pur- 
poses as set out in the record in this 
case, the commission is of the opinion 
and finds that the rates contained in 
Appendix A attached hereto [omitted 
herein] are the fair, just, and reason- 
able rates and will enable the South- 
ern Bell, at least for its Kentucky in- 
trastate operations, to pay its operat- 
ing expenses, service its debt, pay a 
reasonable dividend on its common 
stock, provide a reasonable surplus, 
and enable Southern Bell to attract the 
capital necessary to provide adequate 
service in the areas in which it oper- 
ates. 

An order will be drawn this date in 
conformance with this opinion. 
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Re Cumberland & Allegheny 
Gas Company 


Case No. 5332, Order No. 50965 
September 22, 1954 


PPLICATION by natural gas company for authority to increase 
y \ rates; rate increase authorized. 


Valuation, § 283 — Natural gas rate base — Gas producing field. 
1. A natural gas producing field located in another state, actually dedicated 
to public use by a natural gas company, may be included in its rate base 
although the advisability of its purchase is questioned, p. 26. 


Valuation, § 13 — Commission power — Managerial matters. 
2. The commission, in determining the proper value of a natural gas pro- 
ducing field to be included in a rate base, cannot say what price the company 
should have paid for the field, but it can examine the transaction and deter- 
mine the proper value to be included in the rate base, p. 26. 


Valuation, § 67 — Acquisition cost — Instalment purchase — Interest. 


3. A gas producing field purchased under an agreement providing for instal- 
ment payments including interest should be included in the rate base at 
a value representing its purchase price less interest included in the purchase 


price, p. 26. 


Expenses, § 136 — Normalization of expense — Natural gas — Nonproductive 


well drilling costs. 


4. The normalization of a natural gas company’s nonproductive well drilling 
costs should be based upon the average of the past five years, rather than 
an anticipated future average, p. 29. 


Return, § 101 — Natural gas company. 


5. A fair and reasonable rate of return for a natural gas company was 
deemed to be a minimum of 5.75 per cent and a maximum of 6 per cent, 


p. 29. 


(Davis, Commissioner, dissents.) 


APPEARANCES: Joseph Allen, Peo- 
ple’s Counsel; Thomas B. Finan, City 
Solicitor, for the mayor and city coun- 
cil of Cumberland; Gorman E. Getty, 
for the county commissioners of Alle- 
gany county; William C. Walsh and 
W. Earle Cobey, for Big Savage Re- 
fractories Corporation; John W. Avi- 


rett, II, Harry A. Kramer, and Rich- 
ard A. Rosan, for Cumberland and 
Allegheny Gas Company. 


By the Commission: On January 
22, 1954, the Cumberland and Alle- 
gheny Gas Company, hereinafter re- 
ferred to as “company,” a subsidiary 
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of The Columbia Gas System, Inc., 
filed an application for authority to 
increase rates and tariffs by the sum 
of $417,416 which was designed to 
produce an increase in net utility in- 
come of $200,360. It was then esti- 
mated that this sum would enable the 
company to earn 6.5 per cent on net 
original cost plus working capital on 
its Maryland operations. Testimony 
was begun in this case on March 10, 
1954, and the actual figures for the 
year ending December 31, 1953, were 
then available. Counsel for the com- 
pany then stated that the new rates 
proposed by the company were de- 
signed to produce an increase in com- 
pany’s gross operating revenues from 
Maryland customers of $418,657, of 
which amount $220,716 would go for 
additional federal income taxes and 
Maryland gross receipts taxes, leav- 
ing a net utility income of $197,941. 
It was estimated that the new rates 
would produce a return of 5.6 per cent 
on an average net original cost rate 
base with cash working capital par- 
tially eliminated. The attention of the 
commission was early called to the 
fact that even though the proposed 
rates were granted the new rates 
would still be the lowest rates charged 
for natural gas in Maryland. This is 
probably so because petitioner operates 
in the area where natural gas is pro- 
duced. 

A brief bit of historical data might 
be in order. On September 22, 1952, 
Case No. 5260, the company filed an 
application asking for authority to in- 
crease rates. It appearing to the com- 
mission, as well as people’s counsel 
and other interested parties, that the 
company was at that time earning less 
than a reasonable return on the fair 
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value of its property, an order was 
passed on January 28, 1953 (44 Md 
PSC 41), by the commission fixing 
temporary rates, with the approval of 
all parties, and on May 13, 1953 (44 
Md PSC 75), an order was passed 
making the temporary rates perma- 
nent. Although the rates originally 
proposed by the company were esti- 
mated to produce an increase of about 
$700,000 per annum, the rates allowed 
by the commission produced only 
about $400,000. Prior to that appli- 
cation no increase in rates had been 
granted the company since rates were 
established by this commission on 
April 21, 1927. During the war peri- 
od of the forties, when wages and 
material costs were constantly increas- 
ing, no application for any relief was 
filed. 

Petitioner now seeks an additional 
increase which, when added to the in- 
crease granted in 1953, would produce 
an over-all increase of 41.52 per cent 
in the two years. The company en- 
deavors to partially place the blame 
for low income on regulatory lag. 
However, when the facts in this case 
are analyzed it will be readily apparent 
that the company never sought an in- 
crease when a small percentage might 
have sufficed to produce a fair return 
but has waited until the earnings of 
the company were so low that its cus- 
tomers are now confronted with tre- 
mendous increases, the size of which 
is shocking to them. 

[1-3] Whatever may be the cause 
or the reason for the failure of the 
company to earn a proper rate of re- 
turn, it is apparent, and is conceded 
by those opposing the full increase 
sought, that the company is entitled 
to some relief. The position of the 











company in this case is directly stated 
by its counsel who took the position 
that the company’s rate base sought 
to be established in this case was in 
line with the decision of this commis- 
sion in other cases, namely, that it 
was based on average net original cost, 
and not terminal, and that cash work- 
ing capital had been eliminated there- 
from. Even with this concession, peo- 
ple’s counsel and intervenors’ counsel 
seek to eliminate from the rate base 
the entire cost allocable to Maryland 
of the Terra Alta field in Preston 
county, West Virginia, purchased 
from Snee and Eberly in August, 
1951, and urge that, if the commission 
should not eliminate the entire cost 
thereof from the rate base, then either 
no more of the company’s average 
annual investment in the property, 
allocable to Maryland, should be in- 
cluded, or the rate base should include 
no more than the actual cash pay- 
ments made by the company to Snee 
and Eberly up to and including the 
average for 1953. The opponents 
also suggested that certain adjust- 
ments are necessary in the company’s 
income statement. 

In 1951 the company purchased 
from Snee and Eberly the Terra Alta 
gas producing field then operated by 
the latter in West Virginia. People’s 
counsel and counsel for mayor and 
city council of Cumberland and coun- 
ty commissioners of Allegany county 
contend that it was necessary for the 
company to show a need and a justifi- 
cation for the acquisition of this field, 
and they argue that because of the 
haphazard or desultory manner in 
which the negotiations were conducted 
and the free and easy way with which 
the company representatives dealt with 
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Snee and Eberly and the failure of the 
board of directors to approve the pur- 
chase clearly indicate a casual situation 
sufficient to indicate no real necessity 
for the purchase. It is certain that 
the negotiations were conducted very 
loosely and were most assuredly not 
cloaked with safeguards which a 
transaction involving $4,000,000 
should receive. Nevertheless, we can- 
not disregard the fact that gas is pro- 
duced in the Terra Alta field and is 
being sold by the company to its cus- 
tomers and that the company is en- 
titled to a return on the property which 
it has dedicated to public use. 

The determination of the amount to 
be included in the rate base does pre- 
sent a problem. Manifestly, the en- 
tire Terra Alta field not being exclu- 
sively owned by applicant cannot be 
used for storage purposes, and it has 
no present value for that purpose. 
Company witnesses indicated at one 
time that the Terra Alta field might 
be used for storage purposes and that 
because thereof it had a greater value. 
However this may be, the company 
was not justified in using such reason 
to possibly pay a higher price than 
necessary. Also, this commission can- 
not act for management. Possibly as 
prudent men we might not have ap- 
proved the purchase of the field, but 
we cannot say that there was no justi- 
fication for the purchase of the Terra 
Alta property, nor can we say what 
price the company should have paid 
therefor, but we can examine the 
transaction and determine the proper 
value to be included in the rate base. 
The company agreed to pay $4,000,- 
000 for the property in the following 
manner, as described in a letter from 
the company to Snee and Eberly, dat- 
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ed August 8, 1951, a copy of which 
letter is filed in this case as people’s 
counsel Exhibit No. 1: 

“The said sum of $4,000,000 is not 
to bear interest and is to be paid one- 
half to William E. Snee and one-half 
to Orville Eberly or their designated 
representatives, in the following man- 
ner: $50,000 upon acceptance of this 
offer, $1,450,000 by November 15, 
1951, $2,500,000 in monthly instal- 
ments payable $41,667.06 on Septem- 
ber 25, 1951, and the balance payable 
on the 25th day of each month there- 
after in a monthly amount of $41,- 
666.66 until said balance is fully paid; 
the balance of the unpaid consideration 
is to be evidenced by a general non- 
interest-bearing promissory note and is 
to be secured by a vendors’ lien under 
the laws of the state of West Virginia 
which will be reserved in favor of 
Messrs. Snee and Eberly, their heirs, 
personal representatives, and assigns 
in the conveyance of said property 
when made and delivered, but it is 
understood that the company shall not 
be considered to be in default of its 
obligations hereunder for a period of 
thirty days following written notice 
from Mr. Snee or Mr. Eberly that they 
or either of them have not received a 
monthly instalment when due. The 
company reserves the right to pay the 
whole of the unpaid balance then due 
at any time without discount. It is 
understood that, if you accept this 
offer, you will convey to us, free and 
clear of all encumbrances created by 
or against you, all your right, title, and 
interest in the above referred-to prop- 
erty on or before August 27, 1951.” 

Of course, this had the effect of sav- 
ing the company interest on the pur- 
chase price, or rather it is better to say 
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that the purchase price included inter- 
est. If, therefore, we should compute 
the interest which the company saved 
at the annual rate of 3.1 per cent, the 
average rate being paid on its bonds, 
we would find that this interest 
amounts to $193,750. In our opinion 
this portion of the $4,000,000 should 
be deducted from the purchase price. 
This would result in the reduction of 
the same amount in the over-all rate 
base. Allocating to Maryland its por- 
tion, we find that the rate base in 
Maryland should be reduced by $105,- 
187. In our opinion this is the proper 
treatment to be accorded the Terra 
Alta field in the rate base. 

We now come to a consideration of 
the adjustments which those opposing 
increased rates suggest should be 
made in the income statement, the first 
of which is the income tax savings re- 
sulting from a consolidated income tax 
return. Without regard to any such 
saving, the rate of return earned by 
the company for the test period was 
below a reasonable return. Because 
of the filing of a consolidated return 
for the year 1953, The Columbia Gas 
System, Inc., was enabled to effect 
some income tax savings. The Cum- 
berland and Allegheny Gas Company, 
the applicant in this case, was one of 
the companies sustaining a tax loss 
last year. The parent was enabled to 
effect a saving in taxes by filing a con- 
solidated return. The commission 
accepts the views of applicant as set 
forth in a letter from its counsel to the 
commission, dated September 13, 
1954, to which a sworn statement was 
attached. Counsel stated in that let- 
ter: 

“It is the company’s position that 
since the rates to be fixed by the com- 
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mission in this proceeding will be 
applicable in the future dating from 
some time in 1954, no tax reduction 
percentage greater than 9.22 per cent 
should even be considered in comput- 
ing the allowance for federal income 
taxes.” 

A computation according to the 
aforegoing statement shows that the 
Maryland portion of the net income 
would be increased by $13,298. 

[4] Counsel for protestants ask 
that the nonproductive well drilling 
costs be normalized on the basis of the 
company’s anticipated 5-year average 
based on the years 1953 through 1957 
and not on the basis of the year 1953 
alone. In previous Case No. 5260 
(44 Md PSC 41), the company based 
its normalization of such nonproduc- 
tive well drilling costs upon the aver- 
age of the past five years, which costs 
were factual and not estimated, as is 
necessary when a future period is used. 
We believe that the method used by the 
company in the previous Case No. 
5260, supra, should be used as the 
basis upon which to determine the cal- 
culation for nonproducing well drilling 
costs. Using this method, the normal- 
ized expenses for the test year should 
be reduced by $25,524 on a total com- 
pany basis of which $14,459 is appli- 
cable to Maryland operations. 

There is no disagreement between 
the parties with respect to the reduc- 
tion which is to be made for the cost 
of gas purchased from Atlantic Sea- 
board Corporation in 1953 to reflect 
the decreased cost, and this adjust- 
ment amounts to $42,184, of which 
$22,401 is applicable to Maryland 
operations. 

[5] We now come to a considera- 
tion of a proper rate of return to be 


allowed. In the previous Case No. 
5260, supra, the increased rates were 
estimated by the company to produce 
a net return allocable to Maryland of 
5.26 per cent, based on a net original 
cost rate base which included an allow- 
ance for cash working capital. Ex- 
cluding cash working capital, the rate 
of return was estimated to be 5.32 per 
cent. The present application asks 
for authority to make effective an in- 
creased schedule of rates to produce a 
return on the rate base proposed by 
the company. This commission has 
reduced the rate base by the amount of 
$105,187 and has likewise eliminated 
cash working capital. The company 
contends that it is entitled to a return 
of not less than 7 per cent. Protestants 
urge that the cost of equity capital, 
according to the testimony of Mr. F. 
H. Crissman, treasurer of The Colum- 
bia Gas System, Inc., the parent com- 
pany, and assistant treasurer of the 
applicant and of other operating sub- 
sidiaries of the System, and the ex- 
hibits presented by him, does not ex- 
ceed 5.75 per cent and they give this 
as the limit of the return which should 
be allowed in this case. We have re- 
viewed the testimony with respect to 
the rate of return, and after taking into 
consideration all facts and data in this 
case we are of the opinion that a fair 
and reasonable rate of return to the 
company should be a minimum of 5.75 
per cent and a maximum of 6 per cent. 
We have prepared and attach hereto 
an exhibit [omitted] giving effect to 
the adjustments set forth in this opin- 
ion, which exhibit also shows that an 
increase of $409,678 in gross revenue 
is necessary to produce a return of 6 
per cent and an increase of $366,116 is 
necessary to produce a return of 5.75 
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per cent. The commission believes that 
it is warranted in fixing rates which 
will now produce the minimum rate 
found herein to be proper for several 
reasons. First, while applicant intro- 
duced evidence to the effect that a 
greater return of not less than 7 per 
cent was justified, it nevertheless of 
its own accord sought rates which 
would produce a return slightly under 
the minimum rate herein allowed. 
Secondly, the company has seen fit to 
earn less than a reasonable return for 
many years—a fact known to the com- 
pany but unknown to its customers— 
and to now award the amount request- 
ed would have the effect of increasing 
rates a total 41.52 per cent in two 
years. While a proper increase is 
understandable, such an enormous one 
is quite shocking. Thirdly, the estab- 
lishment of the new plate glass plant 
near Cumberland (already assured) 
should improve the earnings of the 
company. Fourthly, Cumberland, lo- 
cated in the territory served by appli- 
cant, has been for some time a dis- 
tressed area, and such benefits as that 
area can derive from the fact that 
natural gas is there produced should 
be made available to it. 

The commission, therefore, will sign 
an order allowing applicant to increase 
its rates by the amount of $366,116. 


Davis, Commissioner,  dissent- 
ing: I agree with the rate base and the 
income adjustments as outlined in the 
majority opinion. I disagree, how- 
ever, with the rate of return which has 
been allowed therein. It is my feeling 
that a rate of return of 5.6 per cent 
is sufficient and that the commission 
should not have granted the 5.75 per 
cent to 6 per cent as allowed in the 
_ Majority opinion. In reaching this 
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conclusion, I am influenced by the 
following considerations : 

In the first place, 5.6 per cent will 
yield $339,906 increase to Cumber- 
land and Allegheny Gas Company. 
This amount is contrasted with 
$409,678, the amount needed to pro- 
duce a return of 6 per cent and 
$366,116 at 5.75 per cent. In other 
words, there is a difference of only 
$36,210 to the company at 5.75 per 
cent and the amount that would be 
produced by a 5.6 per cent return. 
This would be sufficient to enable the 
company to borrow money to meet 
financing needs and to maintain a sat- 
isfactory credit rating with the banks 
and loaning institutions. 

In the second place, I favor a mini- 
mum rather than a maximum increase 
because this increase follows so closely 
on that granted in 1953, aggregating 
an increase of over 40 per cent in two 
years. This is stark realism to any 
community and is particulary abhor- 
rent to the area served. No private 
business would consider making so 
great an increase in the cost of its 
product in two years. I do not think 
a monopoly should be allowed to do 
so either by this commission. 

This brings me to my third objec- 
tion. I feel particularly strong that 
the public service commission should 
do everything possible to alleviate the 
suffering caused by unemployment and 
other factors in this distressed area. 
A few cents saved for each customer 
served would mean much more to him 
than the $36,210 allowed the corpora- 
tion. Surely a community which has 
been as hard hit as Cumberland these 
last few years should be given as sym- 
pathetic a rating as possible. This, 
in my opinion, should not exceed 5.6 
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per cent for the Cumberland and Al- 
legheny Gas Company. 

Fourth, I feel that the Cumberland 
area should receive as low as possible 
a rate for natural gas because natural 
gas is produced in that community. 
Coal has always been very cheap there 
and this natural gas, coming as it 
does from this territory, should be 
given the most favorable considera- 
tion. 

Lastly, the public service commis- 
sion granted the Eastern Shore Pub- 
lic Service Company the schedule of 


rates requested by the company to pro- 
duce a 5.24 per cent which was on an 
original cost, less depreciation basis, 
also with no allowance for cash work- 
ing capital. If the utility rate on the 
Eastern Shore is 5.24 per cent, surely 
the Cumberland area should receive 
a rate of not more than 5.6 per cent 
without violating any established prin- 
ciple of rate of return to Maryland 
public utilities. Therefore, a 5.6 per 
cent rate of return is not unprece- 
dented in Maryland, and should be 
established for this company. 
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Associated Mechanical Contractors of 
Arkansas, Refrigeration and Air 
Conditioning Division 


Arkansas Lovina Gas Company 


Docket No. U-949 
September 13, 1954 


P ETITION for order directing gas company to stop selling and 
installing air conditioning and refrigeration units and equip- 


ment; dismissed for lack of jurisdiction. 


Merchandising and jobbing, § 2 — Commission jurisdiction — Air conditioning 
and refrigeration appliance business. 
The commission has no power to order a gas company to stop selling and 
installing air conditioning and refrigeration units and equipment. 
¥ 


On May 3, 1954, the Associated commission to issue an order directing 
Mechanical Contractors of Arkansas, the defendant to cease and desist in 
Refrigeration and Air Conditioning the sale and installation of air condi- 
Division, filed its complaint asking the tioning and refrigeration units and 
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equipment. On May 13th, the defend- 
ant filed its motion to dismiss the 
complaint on the grounds that the 
commission had no jurisdiction or 
power of the subject matter of the 
complaint or to grant the relief prayed 
for. The cause was set for hearing on 
the motion to dismiss and was argued 
orally on June 21, 1954, after which 
briefs were submitted and the issues 
submitted to the commission. 

The commission being well and suf- 
ficiently advised in the premises doth 
find that the motion to dismiss should 
be sustained and the complaint dis- 
missed. 

It is, therefore, ordered that: 

The motion to dismiss filed in this 
cause should be, and it is hereby, sus- 
tained. 


ARKANSAS PUBLIC SERVICE COMMISSION 





The complaint filed herein should 
be, and it is hereby, dismissed. 


Editor’s Note.—This ruling grew out 
of a petition by a refrigeration and air 
conditioning company charging unfair 
competition by the gas company in the 
handling of air conditioning and refrig- 
eration appliances and installation. The 
petitioner had asked the commission to 
order the company to stop these mer- 
chandising operations, charging that they 
were being subsidized by proceeds from 
utility operations. Although only air 
conditioning and refrigeration equip- 
ment was listed in the complaint, the 
request was for the stopping of all non- 
public utility operations. If the order 
had been granted, it could have extended 
to all appliances distributed and sold 
by the gas company, such as cooking and 
heating stoves, water heaters, floor fur- 
naces, and laundry equipment. 
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VERTICAL BREAK 
HORIZONTAL CENTER BREAK 
HORIZONTAL SIDE BREAK 


Within the complete line of sturdy, 
reliable Delta-Star Outdoor Switches 
there is a design which will meet 

your requirements exactly and give 
years of trouble-free service. 
Delta-Star has long been known for 
its constant research and engineering 
development of high voltage switching 
equipment and the present line has 
won wide-spread acceptance and 
approval. High pressure contacts have heavy 
silver inlays and each design provides a high 
conductivity current path with a minimum 
of current interchange surfaces. Operating 
mechanisms are simple, strong and easy to install. 
Economy and service are inherent in every Delta-Star Outdoor 





. " Type MK-40 
Switch from 7.5 through 330 KV. and use has proved again that true 23 ates amp. 
value is determined not by the initial investment but by the service Vertical Break 

Air Switch 


rendered over the years. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 
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H. K. PORTER COMPANY, INC. WAG 


OF PITTSBURGH 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 
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No other utility line truck has ALL the 
modern advantages of the WHITE 3000! 














ITS EVERY FEATURE is engineered for YOUR business... 
for maximum usefulness ... for substantial savings in 
YOUR transportation costs. The White 3000 is saving 
time, cutting costs in progressive companies everywhere. 
Why not call your White Representative for facts...today? 

























































e MANEUVERABILITY— Driving ease and time savings because of 
ability to move “on location” fast! Ci 


POWER —The White Mustang packs a lot of power... more power 
per pound of engine weight than any other truck engine in the 


industry! Greater power and work capacity! CON 
any 

@ SIZE—Most modern of all utility line trucks because of functional ane 
design and modern appearance. Saves overall length yet permits years 
bigger body, more cab space in fewer inches. the p 

@ MAINTENANCE SAVINGS—Exclusive power-lift cab saves inspec- ola § 
tion and servicing time, improves work quality. Pe, 

1 

@ RUGGED QUALITY —In every feature, White Quality stands out servic 
... lasts longer... provides new dependability. the E 
gest 1 

THE WHITE MOTOR COMPANY Wi 

Cleveland 1, Ohio i a 

FOR MORE THAN 50 YEARS hilow: 

THE GREATEST NAME IN TRUCKS ay 

SOUTHERN CALIFORNIA EDISON CO. is now operating a Kulj 


fleet of 6 line trucks like this one... 17 more slated to go into 
service soon! Here is modern efficiency in overhead line work 
... real time savings because of short turning radius, wide-tread DAN 
front axle and short wheelbase ... amazing power with the new, 


: : gineer 

i more powerful White Mustang engine. aa 

+ THESE line trucks have 12714-inch wheelbase, White 250A work 

\\ \ Mustang Engine, 10.00 x 20 tires, 12-ply, with 6231B auxiliary been 2 

\\ \ transmission and top-mounted power take off. The } 

\ \ Southern California Edison serves 3.4 million people in an area and c 
.\ " 


\\ of 14,250 square miles. There are 7,600 employees. » Pp 
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Commonwealth Edison Plans 
$420,000,000 Program 


COMMONWEALTH Edison Com- 
pany announced recently that it will 
spend $420,000,000 in the next four 
years to enlarge its system, and that 
the program will include installation 
of a giant 245,000 kilowatt generating 
mit at the new Will county station. 
The new unit, scheduled to go into 
service in 1958, will be the largest in 
the Edison system and one of the big- 
gest in the country. 

Willis Gale, chairman, said engi- 
neering studies also are under way 
for a modern unit of possibly 205,000 
kilowatt capacity in the Crawford sta- 
tion in Chicago to replace 60,000 kilo- 
watts of capacity installed about 1925. 


Kuljian Corp. Appoints Dykins 
Manager of Utilities 
DANIEL H. Dykins, well-known en- 


gineer with a long record of important 
work in the public utilities field, has 
been appointed manager of utilities of 
The Kuljian Corporation, engineers, 
and constructors, with headquarters 
in Philadelphia. Mr. Dykins_ will 
maintain contact with Kuljian clients 
engaged in power plant and other util- 
ity projects both in the United States 
and foreign countries. 

Mr. Dykins has represented The 
Kuljian Corporation for nearly ten 
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years in the negotiations for steam 
generating stations for the Florida 
Power Corporation, The Central 
Electric Power Cooperative at 
Chamois, Missouri, the Italian Gov- 
ernment in Palermo, Sicily, and many 
others. He has also supervised sur- 
veys and reports on power projects 
in Texas, Louisiana, Missouri, and 
Virginia. His wide-ranging experi- 
ence has covered engineering and con- 
struction operations involving steam, 
diesel, and hydroelectric generating 
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stations; also electrical transmission 
and distribution systems, as well as 
special problems connected with the 
management and financing of public 
utility properties. 


Southern Cal. Edison to Build 
$24,000,000 Unit 

THE Southern California [dison 
Company will begin construction im- 
mediately of the first $24,000,000 unit 
of its Alamitos steam-electric gen- 
erating station, according to James F. 
Davenport, vice president and gen- 
eral manager. 

Initially the plant will contain one 
156,000-kilowatt generating unit. 

Either oil or gas will be utilized as 
fuel. Plans call for the eventual in- 
stallation of four such 156,000-kilo- 
watt units. 

Since 1945 the company has spent 
more than $500,000,000 for plant ex- 
pansion. 


Gushée Elected President of 
American Standards Asso. 
EDWARD T. Gushée, vice president 
Detroit Edison Company, has been 
elected president of the American 

Standards Association, New York. 

Mr. Gushée, who has been vice 
president of ASA since 1951, suc- 
ceeds as president, Roger E. Gay, 
president, The Bristol Brass Corpora- 
tion, Bristol, Connecticut. Mr. Gushée 
began his career with Detroit Edison 
in 1920. 


Northern States Power Co. Adds 
Generating Capacity 
NORTHERN States Power Com- 
pany recently added 145,000 kilowatts 
of new generating capacity to its inter- 
connected system, which serves 500 
communities in Minnesota, Wiscon- 

sin, and South Dakota. 





Three new generating plants, cost- 
ing more than $17,000,000, were 
added to the system. The largest was 
a 100,000-kilowatt unit, added to 
Northern’s Black Dog plant, just 
south of the Twin Cities. 

This is the largest unit ever installed 
by N.S.P. and is one of the largest in 
the Midwest, according to Allen S. 
King, president. 

Mr. King said a second 100,000- 
kilowatt unit will be added to the Black 
Dog plant next year and that in 1956 
a similar unit will be added to North- 
ern States’ High Bridge plant in St. 
Paul. 


AGE Announces Further 
Expansion Plans 


PLANS for the continuing expansion 
of the American Gas and Electric 
Company System by the construction 
of a 225,000-kilowatt steam-electric 
generating unit were announced re- 
cently, the second such announcement 
within the past 11 weeks. 

The unit will be built at the Musk- 
ingum river plant of the Ohio Power 
Company, near Beverly, Ohio, the 
newest station on the AGE System 
and one of the world’s most efficient 
producers of electric power. Construc- 
tion of the unit, which will cost an 
estimated $29,600,000, is expected to 
start this month; its completion is 
scheduled for about December 1956. 

The addition will increase Musk- 
ingum’s generating capability by more 
than 50 per cent, raising it to 655,000 
kw and making it the largest of AGE’s 
12 major power plants. 

The unit will be the seventh in a 
series of generating machines in the 
capability range of 215,000-225,000 
kw to be built on the AGE System. 

It is expected that the new Musk- 
ingum unit will burn 575,000 tons of 
coal a year, raising the total annual 


(Continued on page 24) 


















"Baby Digger” truck Louis 2 in close eeutters, 
has big capacity, digs up to 20” wide, 5’ deep 


This East Ohio Gas Company job, the 
replacement of a main extension, 
shows why the Cleveland Model 92 
“Baby Digger” is so widely used for 
city digging. The “92” puts the edge of 
a trench within 17 inches of a parallel 
wall, loads excess spoil directly into 
trucks at the curb, and affords the oper- 
ator full visibility of the whole job. 


Its exclusive Cleveland multispeed 
transmission provides over 30 evenly 
graduated digging wheel and crawler 
speed combinations, from 6 inches to 
30 feet per minute. Its lower wheel 
speeds enable it to pick its way safely 
through the numerous underground 
obstructions typical of city digging. 
The three lower of its four wheel 
speeds provide the correct power 
applications for digging in even the 
toughest soils. And its highest speed 
combinations, of course, assure high 


Write for the CLEVELAND Full-line Bulletin 
or see your Local Distributor 


é 


a 
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THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVENUE @ 


CLEVELAND 


daily footage on jobs where high pro- 
duction rates can be used to advan- 
tage. It has ample capacity for trench 
from 10 to 20 inches wide, down to 
5 feet deep. 


Compactness, maneuverability, speed 
combinations, capacity —if most of 
your trenching jobs are city jobs, the 
“2” is the trencher for you! 


And does it get around! The “92” 
hustles safely from job to job... at 


legal limit speeds . . . because it’s so 
easily portable on the drop-axle, tilt- 
bed Cleveland T5 Trailer. 


CLEVELAND 17, OHIO 








INDUSTRIAL PROGRESS 
(Continued ) 


coal requirements of the entire three- 
unit plant to 1,700,000 tons. 


G-E Distribution Transformers 
Described in New Booklet 


A NEW booklet describing the gen- 
eral design features of G-E self-pro- 
tected pole-type distribution trans- 
formers rated 100 kva and below has 
been announced as available by the 
General Electric Company, Schenec- 
tady 5, N. Y. 

The 24-page, two-color bulletin, 
gives detailed information for urban 
and suburban applications, explaining 
how internal circuit breaker design al- 
lows full use of transformer capacity 
and gives good overcurrent protec- 
tion; and how gapped valve-type ar- 
resters provide better protection and 
can be used any where on the system 
regardless of short-circuit currents. 

Designated GEA-6126, the booklet 
also contains charted information, giv- 
ing prices, data, and dimensions of 
standard type transformers available, 
as well as electrical data and mounting 
information. 


Industrial Nuclear Reactor 
Materials Committee Formed 


THE Atomic Industrial Forum, Inc. 
recently announced the formation of 
an industrial Nuclear Reactor Ma- 
terials Committee. In making the an- 
nouncement, Walker L. Cisler, presi- 
dent of the Forum and president of 
The Detroit Edison Company, said 
the committee could be instrumental 
in furthering the industrial develop- 
ment of reactors. 

Companies cooperating in the or- 
ganization of the committee are Al- 
legheny Ludlum Steel Corp., Alumi- 
num Co. of America. The Babcock & 
Wilcox Company, Climax Molybde- 
num Company, International Nickel 
Company, Lukens Steel Company, 
Nuclear Metals, Inc., Republic Steel 
Corp., Titanium Metals Corp. and 
Vanadium Corp. of America. 

Mr. Marcel A. Cordovi of The 
Babcock & Wilcox Co. was elected 
Chairman Pro Tem. Mr. Cordovi said 
the committee is expected to survey 
the adequacy of materials research in 
the nuclear power field, promote pub- 
lication and dissemination of existing 
and new data and initiate and sponsor 
research and development necessary 
to fill in the gaps of knowledge in the 
field. 

Mr. Cisler said this was the first of 
a number of committees which the 
Forum expects to establish to consider 


(Continued on page 26) 
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You may find 


a fresh approach ... 


‘Tackling utility company problems daily... 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 
investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


Witu1aM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuttps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











der 

















INDUSTRIAL PROGRESS—( Continued) 


the special problems now arising from 
the industrial development of atomic 
energy. The Forum is a non-profit 
membership organization of industries 
and other institutions active in or in- 
terested in the peacetime development 
of atomic energy. 


Chance Named President of 
j United Engineers & Constructors 
HENRY M. Chance, II, has been 


elected president of United Engineers 
& Constructors Inc., according to an 
announcement issued recently by the 
board of directors. United Engineers 
& Constructors Inc. is a nationally 
known engineering and construction 
firm in the utility, industrial and 
chemical fields. 

Mr. Chance has been 
with the company for the past eighteen 
vears. Starting as a design engineer, 
he later became an assistant construc- 
tion manager. In 1946 he was named 
assistant to the president and in 1949 
was elected vice president and a 
director. In this capacity he was re- 
sponsible for the executive manage- 
ment of the engineering and construc- 
tion functions of the corporation. 


associated 


Rochester Gas to Install a 
$13,000,000 Generator 
KOCHESTER Gas & Electric Cor- 
poration, Rochester, N. Y., plans to 
install an 83,500-kilowatt steam gen- 
erating unit at a cost of $13,000,000, 
increasing its power producing capac- 

ity about 25 per cent. 

The company awarded the turbo- 
generator contract to General Electric 
Company, and that for the boiler to 
Combustion Engineering Company. 
Work is to start this month, with 
March, 1957, the scheduled comple- 
tion date. 


New Device Separates Air-Water 
And Reduces Exhaust Noise 
A NEW device that simultaneously 
performs the twin functions of water 
separation from water-sealed vacuum 
pumps exhausts and control of ex- 
haust noise, has been announced by 
Burgess-Manning Company, of Lib- 
ertyville, Ill. and Dallas, Texas, manu- 
facturers of industrial noise abating 

equipment. 

The company reported this is the 
first device of its kind performing the 
twin functions of water separation 
and noise reduction. Heretofore avail- 
able devices have performed only one 
function satisfactorily. 

The device, known as the Burgess- 
Manning WSS Water Separator 
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Snubber, it is stated, answers a long 
standing need for an instrument that 
effectively extracts 100 per cent of 
water from water-sealed vacuum 
pump exhausts and simultaneously re- 
duce the noise of the gas discharge to 
ear-comfort level. 

Both water and air enter the side 
of the Separator Snubber and are 
separated centrifugally within the 
unit. The water-free air is then dis- 
charged at the top of the Snubber and 
water leaves the unit at the bottom. 
The WSS Separator Snubber allows 
for handling of water having a per- 
centage of settlings and other impuri- 
ties, and can be cleaned conveniently 
when necessary. 

Although water separation is the 
prime purpose of this new Snubber, 
it also reduces the discharge noise 
from the vacuum pump sufficiently for 
most commercial installations. For 
critical installations where optimum 
silencing is required, a standard Snub- 
ber may be installed anywhere in the 
line leading from the later separator 
Snubber. 

Standard WSS Water Separator 
Snubbers range from 6 to 26 inches 
in diameter and weigh from eight to 
415 pounds, and handle from 60 to 
4,700 cubic feet per minute. 


PG&E Transformer Oldest 
Operating G-E Unit 

A POWER transformer, more than 
a half century old, that is still carry- 
ing power for a cement company on 
the West Coast was announced recent- 
ly as being the oldest operating 
medium-size General Electric trans- 
former found during a three-month 
nationwide search. The announcement 
was made by J. W. Butler, manager 
of marketing for the General Electric 
Company’s Power Transformer De- 
partment, Pittsfield, Mass. 

The Power Transformer Depart- 
ment last August offered to replace 
the oldest operating unit submitted in 
the contest with a modern transformer 
manufactured at its new Rome, Ga., 
manufacturing plant. 

The 52-year-old unit was shipped 
in January, 1902, by the Stanley Elec- 
tric Manufacturing Company (which 
eventually became a part of the Gen- 
eral Electric Company) to the West 
Coast and was purchased by the Cali- 
fornia Gas & Electric Company, one 
of the companies that formed the pres- 
ent Pacific Gas & Electric Company. 

The old unit was rated in kilowatts 
(as all were at the time) and had a 
capacity of 1100 kw and a high volt- 
age rating of 30,800 and a 2566 low 


voltage winding. A modern trans- 
former of the same physical size could 
handle about four times this amount 
of power. 

There were 209 old transformers 
submitted by 121 utilities and other 
power transformer users in_ the 
“Transformer Treasure Hunt,” Mr, 
Butler reported. Many of these dated 
back to the early part of the century, 

A 1906 transformer of PG&E was 
originally transported to its site in 
Nevada City, Calif., by a 22-horse 
team. Another 1902 transformer was 
burned out as a result of the San 
Francisco earthquake and was_re- 
wound, put back into operation, and 
still is in operation today. 

Seven 1902 transformers of the 
Connecticut Light and Power Com- 
pany, rated 850 kw, were in con- 
tinuous service at its Bulls Bridge 
plant at New Milford, Conn., until 
1949 when they were rewound in con- 
nection with a raising of system volt- 
age there, then put back in service. 

A 1908 transformer of the Metro- 
politan Edison Company, rated 1400 
kva, is still transforming power from 
generators operated by water wheel 
turbines placed in service in 1904 in 
the Susquehanna river in Pennsyl 
vania. Two 850 kva_ transformers, 
built in 1902 and installed in 1904, are 
located a few miles up-river from the 
generating station to transform the 
power down to utilizing voltage. 

Though utilities in foreign coun 
tries were not included in_ the 
“Treasure Hunt,” just for the record 
a Mexican utility notified G. E. that it 
had two 1903 transformers that are 
still in service. 

The PG&E 1902 unit will be 
shipped to Rome, Ga., where it will be 
set up outside General Electric’s new 
Medium Transformer plant as a 
monument to the great strides made 
by the nation’s electric utilities and 
electric equipment manufacturers in 
advancing the science of distributing 
electric energy, and to the part that 
standardization of apparatus has 
played in this progress. 


$44,600,000 to Be Spent by 
Arizona Pub. Serv. by End 
of 1956 

ARIZONA Public Service Company 
plans to spend $44,600,000 on con- 
struction between now and the end of 
1956, according to Henry B. Sargent 
president. Major item in the construc 
tion program is the completion of the 
Saguaro power plant, a 200,000 kilo 
watt installation near Red Rock. 
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_ Factory Applicators of Pipe Coatings and Wrappings 
see DIVISION OF GENERAL PAINT CORPORATION 
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the 3091 Mayfield Road - Cleveland 18, Ohio 
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pioneers — have built a national reputation 


fications . . . delivery schedules, methods of 
shipment........ is taken for granted by our 
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Another typical example of Dodge truck’s extra-value engineering 


USABLE 
THICKNESS 


~O 


USABLE 


THICKNESS ee 
\A 0 


More usable surface. 
Every square inch of Cycle- 
bond lining area is braking 
surface. Riveted linings, be- 
cause of rivet holes and 
mitered ends, have up to 
10% less braking surface. 


CYCLEBOND 


MAXIMUM THICKNESS 
LOWER 


More usable thickness. 
Dodge truck Cyclebond 
brake linings can be used 
virtually through their full 
thickness. This gives the 
linings many thousands of 
miles of added life. Riveted 
linings should be worn only 
to rivet heads. 


CYCLEBOND RIVETED 


ALL BRAKING § MUCH “LOST” 
SURFACE 1 SURFACE 


Tapered for easy stops. 
Cyclebond lining is more 
tightly compressed at ends, 
gives a gradual taper. Thick 
center of lining makes first 
contact...increased pressure 
brings the ends into contact. 
Braking is smooth, even. 


Why you go more miles 


before relining with 
Dodge truck brakes! 


You can be sure of lower brake maintenance, more miles 
before relining, with Dodge truck brakes and famous 
Dodge truck Cyclebond linings. And that’s in addition to 
the quick, positive stops, the smooth action, for which 
Dodge truck brakes are famous. 

Long-lasting, reliable brakes are just one example of 
the extra-value engineering that means more for your 
money when you buy . . . more money saved over the life of 
your truck. Get the facts on how extra-value engineering 
saves you money; see your dependable Dodge Truck dealer. 





DODGE ‘kui TRUCK ; 


PRODUCT OF 


CHRYSLER CORPORATION 
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THIS IS 
JANUARY! 


And this is the SPECIAL ADVANTAGE STICKER 


which d of ¢ 





P 


THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity . . Instant Starts ... Economy... Reli- 
. . Good Regulation 
. .. Ability to take Overloads . . . and the 


Cooperation and Advice on Electrical Prob- 


ability . . Cleanliness . 


lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 


route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 


are using this month 
on the front cover of Electrified Industry. —> 





CONVENIENT —so easy. so natural to 
get electric power by simply plugging in. 
You can do that, because we produce and 
distribute economical electric service. 





OHIO EDISON COMPANY 


Pass to 














Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~ Vodayi Kissness 


Martin Publications — 20 No. Wacker Dr., Chicago 6 








More and more 
Utilities and Industries 
find the need for 







the help you wast-w en you need it 
rnc... Or before 


FINANCING 
ACCOUNTING 
TAXES 
INSURANCE we aide. 
PENSIONS We invite your inquiry. 
RATES Write for our booklet describing 
DEPRECIATION in detail the many services 
nena available to you. 


CONSULTING & DESIGN ENGINEERING 
PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


Address: Department E 
20 Pine Street, New York 5, N. Y. 


wey 


Comuoucnlle Sours Yue. 





COMMONWEALTH ASSOCIATES INC. 


20 Pine Stree, New Yok MY. 
Jako Midigan £§‘Wishinglon. DC 
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PROFESSIONAL DIRECTORY 





e This Directory is reserved for engineers, accountants, rate experts, consultants, and 


others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. >» 


» 





Tue American Appraisat Company 


ORIGINAL COST STUDIES @e VALUATIONS @© REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











wie % Standby 
AX ® % Augmentation 
% 100% Town Supply 


Design « Engineering ¢ Construction 


DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36, N. Y. 


Cn ee € 





PROPANE PLANTS 









THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 

Builders of steam generating and hydro-electric power plants 
New York « Chicago e Houston * San Francisco « Tulsa e Philadelphia ¢ Toronto « Calgary » Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 
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PROFESSIONAL DIRECTORY (continued) 





Jord, Bacon & Davis 


VALUA if CONSTRUCTION 
tions PN Gineers oer eet es 


REPORTS 





NEW YORK @ CHICAGO @ LOS ANGELES 








GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 


FOUNDED 1906 READING, PA. 
* WASHINGTON ¢ PHILADELPHIA * NEW YORK 


G I GILBERT ASSOCIATES, INC. 











W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGI NEER 
327 South LaSalle Street e CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
: Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








Mention the ForrNiGHTLY—It identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 

ENGINEERS 

N ARBOR, MICHIGAN 

APPRAISALS—INVESTIGATIONS-DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Tee Ru Lyi an loyporalion 


fm GINEERS ° CONSTRUCT O R&S 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


NOROTON, CONNECTICUT 


‘ini Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS MPROBLEMS 


for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 








80 FEDERAL STREET 22s BOSTON 10, MASS. 
‘AXES 
poroad MIDDLE WEST NANCE 
E 
pool SERVICE fs rem 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 





STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
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Pioneer Service & Engineering Co. 





SPECIALISTS IN 
AOCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 


















p> Complete Services for Gas 
Industry's of and Electric Utilities * Designing 
Partner J. F. Pritchard & Co. * Engineering * Construction 
« Alterations * Expansions 
for Progress eeneers oa Ce ¢ Modernization ¢ Surveys « Plans 
¢ Piping « Equipment * Steam 
or Diesel Power Plants 









— 


> Dept. 415, 210 W. 10th St., Kansas City 5, Mo. 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


Ac RUST ENGINEERING CO. 











SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utslities—Industrials 
Studites—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY.WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Pins te 


Including Hydro-Electric Properties 





1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








Mention the FortNIGHTLY—It identifies your inquiry 
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Abrams Aerial Survey Corporation 


PHOTOG RAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 


Aerial Photograbhy — Atlas Sheets — Mosaics — 
Plan and Topographic Mabs — Profiles — Infra-red 
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Typical Users of 


Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J.H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 


Alabama 








General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipment 





Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 


hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 
offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 











RAPID CALCULATIONS by one of Card Programmed Calcu- 
lators used by G.E. for turbine and power transformer designs 
cre reviewed by Analytical Engr. Ed Magnusson and Lynn 
Wetherill, Mgr. Engineering, Power Transformer Dept. “CPC”, 
like electronic analog computer used for switchgear designs, 
is setting the stage for lower cost electrical apparatus. 


computers reel off 
equipment designs 
to cut system costs 


Engineers free for creative design 
as machines do tedious calculation 


Substantial savings in engineering time and greatly 
increased selection of apparatus design possible 
through General Electric’s use of electronic com- 
puters points the way to a reduction in power 
system dollars per kva of capacity. In some in- 
stances savings of as high as 97% in the design 
time of large equipment have been made through 
the use of card program calculators, effectively 
reducing costs and at the same time permitting 
many more design approaches to be investigated. 


CONSERVE ENGINEERING TIME 


Calculating machines are helping engineers de- 
termine the most suitable turbine, power trans- 
former and switchgear designs for any system. 
Their use has in many cases slashed the 15 to 40 
hours of computation time formerly required on 
elaborate calculations to a single hour. Whether 
applied to preliminary specifications or to detailed 
product designs, such savings point to ultimately 
lower cost power system equipment. 


BETTER PRODUCTS FORECAST 


In addition, the new computers permit engineers 
to consider an extended range of equipment and 
system designs without incurring the high costs 
associated with old style methods. And computa- 
tions can now be completed with greater accuracy. 

Developments such as the application of elec- 
tronic computers to electrical apparatus designs 
can help electric utilities obtain most suitable and 
efficient systems possible. To take full advantage 
of their speed and accuracy, contact your Appa- 
ratus Sales Engineer early in your system planning. 
General Electric Company, Section 301-278, 
Schenectady 5, N. Y. 


MORE POWER TO AMERICA 


GENERAL @@ ELECTRIC 
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